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ENTERPRISE FOR THE AMERICAS INITIATIVE 
ACT OF 1991 



WEDNESDAY, JUNE 17, 19»2 

House of Repbesbntativbs, 

COMUTTTKB ON AgSICULTUKB, 

Washington, DC 
The conunittee met, pursuant to call, at 9:35 a.m., in room 1800, 
Longworth House Office Building, Hon. E (Kika) de la Garza (chair- 
man of the committee) presiding. 

Present: Representatives Rose, Stenholm, Volkmer, Penny, Jontz, 
Johnson, Long, Condit, Peterson, Kopetski, Hopkins, Gunderson, 
Smith, Walsh, Camp, Allard, Barrett, Nussle, Boehner, and Ewing. 
Staff present: Dennis E. Lambert, minority staff director; John E. 
Hogan, minority counsel; Glenda L. Temple, clerk; Anita R. Brown, 
James A. Davis, Xavier Equibua, David E^rsole, and Lynn Geilla- 
gher. 

OPENING STATEMENT OF HON. E (KIKA) de la GARZA, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

The Chaikman. The committee will be in order. 

I might advise our guests and witnesses that the House Demo- 
cratic Caucus is in session detaining some of the Members. I know 
that some of our witnesses have timeframe constraints. I am going 
to begin the session and take care of some of the witnesses who 
have problems with time. 

We are very happy to welcome, and it is always a pleasure to 
work with our dear friend. Senator Lugar from Indiana in all the 
work that he does in the Agriculture Committee and all the other 
areas of involvement. He and I go back a long time. I don't know 
that I should even mention this, but we belong to different parties, 
but that has never been demonstrated in the way we have been 
able to work together. That I treasure greatly. 

Thank you. 

[The prepared statement of Mr. de la Garza and H.R. 4059 
foUow:] 

(1) 
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CoMMittaa Raaring on H.R. 4059, 
authorlBing aaaltional CunotionB within 
th« BntarpTlaa for th* luariaas Initiativ* 

The Conmittee meets today to receive public testi>ony on the 
bill, H.R. 4059, which authorizes certain additional functions 
within the Enterprise for the Americas Initiative (EAI] . 

I recognize that our nation's own $400 billion deficit and 
the pressing needs we face here at home severely limits our 
flexibility to assist other countries. Yet if we learned 
anything from the recent Earth summit in Rio de Janeiro It Is 
that we must find innovative ways to help developing countries 
protect their envlronaent and avoid costly mistalcfls. 

The principal provision contained in H.R. 4059, vAilcb I 
introduced last November, attempts to establish a workable and 
cost-effective way to help some of the countries of Latin America 
and in the Caribbean finance much-needed environmental 

improvement projects. 

The approach I have taken in this bill is irttat I would ten* 
a government- to -government debt-for-the-environaant swap. It is, 
t believe, an approach that could be in the best interests of the 
U.S. Treasury and in the best interests of promoting '^ 

environmental quality in Latin America. 

Briefly, let >e explain how H.R. 4059 would work. It 
authorizes the President to sell on the open market up to 40 
percent of the so-called Paris Club rescheduled debt owed by 9 
Latin American and Caribbean countries to the U.S. Department of 
Agriculture's Commodity Credit Corporation (CCC). The countries 
involved are Hexico, Brazil, Chile, Honduras, the Donlnican 
Republic, Jamaica, Panama, Peru, and El Salvador. 

The total amount of the Paris Club/CCC debt is, I 
understand, currently around Sl-4 billion. Under the bill, 40 
percent of that debt — up to $560 million — would be eligible 
for the debt -for-the- environment swap. 

Under my bill, a market rate sale could only take place if 
the debtor country agrees to conmit an amount equivalent to 40 
percent of the purchase price in local currency to finance 
eligible environmental projects. 
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In Mexico's situation, my bill specifically requires tbat 
proceeds derived from any of its salss must be used to finance 
Its share of cleanup projects along the Mexican border with the 
United States and in the Gulf of Mexico Mexican participation 
would therefore benefit people on both sides of the border. 

This proposal would sees to be attractiva to the U.S. 
Treasury since we would be reducing our official debt exposure. 
Onder py bill, the U.S. Treasury would receive payment 
ioaediately on a debt that under the Paris Club rescheduling 
terns does not have to be paid back in Bast cases for another S, 
10, or 15 years. 

' Tko projects that could be funded include both nature and 
development projects. Thay could range tron financing 
Initiatives by local communities to protect the lanvlronmant or 
promote the sustainable use of natural resources to improving 
human living conditions to the biological control of animal and 
plant diseases and pests. 

This legislation is designed to build upon the only part of 
the Enterprise for the Americas Initiative that has been 
authorized by the Congress -- that is, the EAI provisions to 
reduce P.L. 480 debt included In the 1990 Farm Bill. 



^e United Statas and Mexico have conmitted themselves to 
tackling the growing environniental problems faced along the U.S.- 
Hexico border. It is important to the integrity of the deeision- 
malcing process that we seek local input about the needs of the 
region and the priority these needs should take. 

In H.R. 4059, I am proposing establishment of a IS-member 
pub lie -private sector board to advise the U.S. government on the 
environnental improvement projects that need to be undertaken. 
The bill suggests a similar board be named by the Mexican 
govemnent. 

I look forward to the testimony of our distinguished 
witnesses on this modest proposal. It is my hope that the 
testimony presented here today can help the Committee Improve the 
bill and provide ua with the momentum necessary to make this 
proposal a real tool to promote environmental quality in the ; 
developing countries of Latin America and the Caribbean. | 
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H.R.4059 



To amend the Agiieultaral Trade Derelaptnent and Assiataiice Act of 1954 
to autliOrvEa additioaal fiiDCtioiiB within the Enterprise for the Americas 
Initiattva, and for other purpoaea. 



IN THE HOUSE OP REPRESENTATIVES 

NOTBUBBR 26, 1991 



A BILL 

To amend the Agricultural Trade Development and Assist- 
ance Act of 1954 to authorize additional fimctions within 
the Enterprise for the Americas Initiative, and for other 
purposes. 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembUd, 

3 SECTION 1. SHORT TITLB. 

4 This Act m&Y be dted as the "Enterprise for the 

5 Americas Initiative Act of 1991". 
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1 SEC. & DEBT REDUCTION AND RELATED ACTIVITIES. 

2 Title VI of the Agricultural Trade Development and 

3 Asastance Act of 1954 (7 U.S.C. 1738 et seq.) is amended 

4 by adding at the end the following new sections: 

5 'SBC. 610. SALE OF DEBT. 

6 "(a) In General. — 

7 "(1) Authorization. — The President may sell 

8 to an eligible country up to 40 percent of such coon- 

9 try's qualified debt, only if an amonnt of the local 

10 current^ of such conntiy equal to^ 

11 "(A) not less than 40 percent of the price 

12 paid for such debt hy snch eli^^le country, or 

13 "(B) the difference between the price paid 

14 for such debt and the face value of such debtj 

15 is used by sueh coontiy for eligible activities de- 

16 scribed in section 612 throu^ an Enrironmental 

17 Fund described in paragr^>h (2). 

18 "(2) Envibonuental funds. — The Environ- 

19 mental Funds referred to in paragrt^h (1) are the 

20 following: 

21 "(A) An Environmental Fund established 

22 under section 608. 

23 "(B) a Oood Nei^ibor Environmental 

24 Fund, which an eligible country shall establish 

25 to carry out activities under section 612, if no 

26 Environmental Fund exists in such country. 
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! "(C) in the case of Mexico, throu^ a Good 

2 Neighbor Environmeiital Pnnd for the Border, 

3 viiaah the Qovemment of Mexico shall establish 

4 to cany out activities under section 612. 

5 "(3) Establishment and operation of en- 

6 vmoNMBNTAL PDNDS. — The President shall — 

7 "(A) advise eligible countries on the proee- 

8 dures required to establish and operate Snvi- 

9 ronmental Funds required to be established 

10 under paragr^h (1); 

11 "(B) report to Congress when each such 

12 Environmental Fund has been established; and 

13 "(C) review, oversee, and report to Con- 

14 gress on the operations of all such Environ- 

15 mental Funds established under this section. 

16 "(b) Terms and Conditions. — The President shall 

17 establish the terms and conditions, including the amount 

18 to be paid by the eligible countiy, under i^ch such eoun- 

19 try's qualified debt mgcy be sold under this section. 

20 "(c) Appropriations Requirbment. — The authori- 

21 ties provided by this section may be exercised only in such 

22 amounts and to such extent as is provided in advance in 

23 appropriations Acts. 

24 "(d) CERTAIN PBOHiBrnoNS Inapplicable. — ^A 

25 sale of debt imder this section shall not be considered as- 
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1 sistance for purposes of any provision of law limitii^ as- 

2 sistance to a countiy. 

3 "(e) Implementation by the PiCiLnT. — ^A sale of 

4 debt authorized under this section shall be accomplished 

5 St the direction of the Fat^ty. The Facility shall direct 

6 the Commodity Credit Corporation to cany out such sale. 

7 The Commodity Credit Corporation shall make an adjust- 

8 ment in its accounts to reflect the sale. 

9 "(f) Deposit of Pkoceeds. — The proceeds from a 

10 sale of quahfied debt under this section shall be deposited 

11 in the account or accounts established by the Commodity 

12 Credit Corporation for the repayment of such debt by the 

13 eligible countiy. 

14 "(g) Debtor Consultation. — ^Before any sale of 

15 qualified debt may occur under this section, the President 

16 shall consult with the eligible countiy's government con- 

17 ceming such sale. The topics addressed in the consultation 

18 shall inchide the amount of qualified d^t involved in the 

19 transaction fmd the uses to which funds made available 

20 as a result of the sale shall be appUed. 

21 "(h) Notification. — The President shall notify 

22 Congress of any sale of quahfied debt under this section 

23 at least 10 days before such sale. 

24 "(i) Bncodraoinq Reductions op OppiclUj 

25 Debt. — The President shall actively encourage other ofS- 
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1 eial creditor nations of eligible countries to reduce the ofG- 

2 eial debt exposure of such eligible countries. 

3 "(j) Oversight. — The President may designate ap- 

4 propriate United States agencies to review the implemen- 

5 tation of the program established under this section. Such 

6 ovem^t shall not constitute active management of an 

7 Environmental Fund described in subsection (a)(2). 

8 "(k) Definition. — As used in this section, the term 

9 'qualified debt' means any obUgation, or portion of such 

10 obligation, of an eligible country to p^ for purchases of 

11 United States agricultural commodities guaranteed by the 

12 Commodity Credit Corporation under export credit guar- 

13 antee pit^ams authorized pursuant to section 5(f) of the 

14 Commodity Credit Corporation Charter Act or section 

15 4(b) of the Pood for Peace Aet of 1966— 

16 "(1) in which the Commodity Credit Cor- 

17 poration obtained a legal ri^t or interest, as a re- 

18 suit of assignment or subrogation, not later than 

19 January 1, 1991^ and 

20 "(2) the payment of which obligation has been, 

21 not later than Januai? 1, 1991, rescheduled in ac- 

22 cordance with principles set forth in an Agreed 

23 Minute of the Paris Glab. 

24 Such term includes the obUgation to pay any interest 

25 which was doe or accrued not later than January 1, 1991, 
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1 and unpaid as of the date of any debt sale parsuant to 

2 thistiUe. 

3 "SBC 616. STUDY OP THE BFIBCT OF WEE lltAm WTIH 

4 LATIN AMERICAN AND CARIBBEAN COUN- 

5 TRIES ON THE UNITED STATES ECOSOlSf. 

6 "The President shall transmit to the Congress, not 

7 later than 8 months after the date of the enactment of 

8 this section, a study describings — 

9 "(1) in sommary fashion the likely effect on 

10 nugor United States industries and other sectors, in- 

11 eluding agriculture, that could be most aSeeted by 

12 a hemispherical free trade zone with Latin American 

13 and Caribbean countries; 

14 "(2) the regions in the United States that 

15 would be most affected hy a hemispherical &«e trade 

16 zone with Latin American and Caribbean countries 

17 and, in summaiy fashion, the nature of these efEect^ 

18 "(3) the extent to which horticultural eaqwrts 

19 from Latin American and Caribbean countries com- 

20 plement or compete with United States productim; 

21 "(4) a countiy by country overview of recent 

22 economic developments in Latin American and Car- 

23 ibbean countries significantly influencing United 

24 States relations with such countries, induding 



,y Google 



1 present trade and investment patterns in these re- 

2 g^ons; 

3 "(5) the likely effect of a hemispherical free 

4 trade zone with Latin American and Caribbean 

5 coontries on the United States economy and its mul- 

6 tilateral interrelationship with other countries in the 

7 region, including Canada and Mexico; and 

8 "(6) the extent to which manufactured products 

9 cjcported from Latin American and Caribbean eoun- 

10 tries complement or conqKte with United States pro- 

1 1 dnetion. 

12 ■'SEC. 617. IHEINSTrrUlB FOR NORTH AMERICAN STUDIES. 

13 "(a) Establishment. — The Seerctaiy of Agri- 

14 culture shall establish an institute to be known as the 'In- 

15 stitute for North American Studies' in this section re- 

16 ferrcd to as the 'Institute') to be located in an institution 

17 of hi^er education, or a consortium of such institutions, 

18 in the State of Texas. 

19 "(b) Purpose. — The purpose of the Institute is to 

20 promote better agricultural, economic, social, and political 

21 relationships between North American countries through 

22 cooperative study, training, and research, and to provide 

23 a facility where persons may study, teach, receive truning, 

24 exchange ideas and views, and conduct other activities pri- 
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1 marily in support of better overall relatitms among North 

2 American countries. 

3 "(c) Definition. — For purposes of this section, the 

4 term 'North American countries' means Canada, the Unit- 

5 ed States, and Mexico. 

6 "(d) AUTHOEIZATION OF APPROPRIATIONS. — ^In 

7 order t« canr out this section, there are authorized to be 

8 appropriated $10,000,000 for fiscal year 1992, and such 

9 sums as may be necessaiy for each of the 2 succeeding 
10 fiscal yeara. 

il "SEC 618. TOE UNIIBD STAISS-HBUCO BNVIRCH4I1ENTAL 

12 BOARD. 

13 "(a) Establishment. — The Presid^t shall estab- 

14 lish a board to be btown as the 'United States-Mexico En- 

15 vironmental Board' (in this section referred to as the 

16 'Board') The purpose of the Board shall be to advise the 

17 governments of the United States and Mexico on the im- 

18 plementation of environmental projects (including projects 

19 that affect the agriculture, niral development, and human 

20 nutrition) in the United States and Mexico with priori^ 

21 given to the projects along the United States-MexiGo bor- 

22 der in order to improve the quality of life of citizens of 

23 botii eoontries. 

24 "(b) li 
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1 "(1) Rbprbskntattvbs of United States. — 

2 The Board shall be composed of — 

3 "(A) 5 representatives &om the United 

4 States Government, including a representative 

5 from the Department of Agriculture, and the 

6 United States Coromissioner of the Inter- 

7 national Boundary and Water Conunission 

8 (hereinafter in this section referred to as the 

9 "IBWC"); 

10 "(B) 1 representative from the Inter- 

11 American Development Bank; 

12 "(C) 1 State government representative 

13 from each of the following United States States: 

14 Arizona, California, Nev Mexico, and Texas; 

15 and 

16 "(D) 8 United States representatives fi«m 

17 private nongovernmental, communis develop- 

18 ment, academic, hetUth, and environmental enti- 

19 ties with e^>erience and expertise on United 

20 States-Mexico envirrannental problems. 

21 "(2) Bbpresbntatives op Mexico. — The 

22 Prudent shall encourage the Gtovemment of Mexico 

23 in selecting representatives to the Board to select — 

24 "(A) 5 representatives from the Govem- 

25 ment of M^co, including a representative from 
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10 
the Secretaria de Desarollo TJrfoano y Ecologia 
and the Mexican Conunissioner of the IBWC; 

"(B) 1 State government representative 
from each of the foUowii^ Mexican States: Btqa 
California Norte, Sonora, Chihuahua, Coahuila, 
Nuevo Leon, and TamauUpas; and 

"(C) 8 Mexico representatives from private 
nongovermental, community development, aca- 
demic, health, and environmental entities and 
experience and expertise on United States-Mex- 
ico environmental problems. 
"(3) COCHAIRPERSONS. — The board shall be 

cochaired by a representative of Mexico and by a 

representative of the United States. 

"(d) Bi-Annual Reports to Congress. — 

"(1) In QENER&L. — The Board shall transmit 

to the President and the Congress of the United 

States and to the Government of Modco a bi-annual 

report; on — 

"(A) the environmental prqjects referred to 
in subsection (a) which have been implemented; 
and 

"(B) the need for the implementation of 
additional environmental prcgects. 
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1 "(2) TRAN8HI8SIOK OF COPIES TO BOABD HBH- 

2 BBSS. — ^Each member of the Board shall — 

3 "(A) receive a coiry of ai^ report to be 

4 transmitted at least 14 days before its tnms- 

5 mission, and 

6 "(B) have 14 days within ^lich to prepare 

7 and submit supplemental views with respect to 

8 the recommendations of the Board for inclusion 

9 in such report.". 

10 SEC. 3. NOTIFICATION. 

11 Section 604 of the Agricoltoral Trade Development 

12 and Assistance Act of 1954 (7 U.8.C. 1738c) is amended 

13 by adding at the end the following new subsection: 

14 "(d) NOTIPICATION. — The President shall notify 

15 Congress of any debt reduction under this section at least 

16 10 d^ys before such reduction.". 
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The Chairman. At this time I will call on Senator Richard Li^ar 
for his testimony. 
Senator, we are always happy to have you on this side. 

STATEMENT OF HON. RICHARD G. LUGAR, A U.S. SENATOR FROM 
THE STATE OF INDIANA 

Senator Lugar. Thank you, Mr. Chairman. I appreciate your in- 
troduction Etnd your warm greeting this morning. 

I welcome this opportunity to o^er my thoughts about H.R. 4059 
which you have introduced and to reiterate some of the reasons for 
my strong support of the Enterprise for the Americas Initiative 
[EAI]. 

When President Bush announced the Enterprise for the Ameri- 
cas Initiative in June 1990, he presented a coherent policy ft-ame- 
work for improved relations and greater prosperity for all nations 
in the Western Hemisphere. 

The relatively scant attention to the President's EAI proposal 
may be explained by the diversion of interest in world afTfiirs to 
more visible and dramatic changes In E^astem Europe £uid the 
former Soviet Union. It may Etlso be traceable to the fact that the 
EAI was not prompted by em immediate crisis or a cataclysmic 
event which would have generated greater interest. 

In fact. President Bush was under no great pressure domestically 
or internationally to make a major policy pronouncement on Latin 
America in June 1990. 

Recently, much has been made of the word "vision" in discussit^ 
foreign poUcy matters; the EAI is one instance where creative 
vision was clearly evident in pohcymaking. 

The EAI is the right policy framework for the Americas because 
it represents enlightened self-interest. The benefits to be derived 
from Buccessiul enactment of the EAI are reciprocal, substantial, 
long term, and readily knowable. 

There are more than 450 million people living in Latin America 
and the Caribbean. The combined gross domestic product of the 
re^on will reach $1 trillion in a few years, and total treide with the 
world is close to $250 billion. Add to this the United States and 
Canada, and you have the world's largest market area. 

The U.S. exports to our southern neighbors have more than dou- 
bled in the past 5 years and will continue to expand at a rapid pace 
in the years ahead. Last year alone. United States sales to Mexico 
increased by about 18 percent and our sales to South America rose 
by nearly 20 percent. 

The growth of exports headed South has created himdreds of 
thousands of jobs in our country. The export and investment 
growth potential would be enhanced substantially with passage of 
the EAI. 

This potential can be realized only if these economies continue to 
grow and prosper. Such progress is possible if there are market- 
based reforms, increased capital availabUity, access to modem tech- 
nologies, and a reduction of the heavy debt burden in these coim- 
tries. 

The changes sweeping Latin America in just the past few years 
are as significant as any in the world today. The EAI will enhance 
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the proepectB that the embryonic democratic and market-baaed re- 
formB that have occurred in the rcf^on will be successful. 

The challenges to stable democracy and steady economic growiii 
that we have witnessed recently in Venezuela and Peru stem, in 
large part, from economic frustrations and political uncertainties. 

More years of slow growth or stagnation in these and other coun- 
tries undergoing trcmsition to open political and economic systems 
will spawn instability and turmoil. The United States cannot be 
immunized firom these re^onal instabilities; troubles in our nei^- 
borhood invariably become our own troubles. 

I have always believed that the EAI is among the most signifi- 
cant ^licy statements on Latin America ever enunciated by an 
American President. It is hard to overstate the importance of the 
enterprise l^islation for the Western Hemisphere. The near uni- 
versal endorsement and enthusiastic response by leaders throu^- 
out Latin America attests to the receptivity of the President's 
policy statement. 

No U.S. initiative for the Americas has received as much acclaim 
among potential participants since President Kennedy pronounced 
the Auiance for Progress some 30 years ago. In a recent Washing- 
ton Post article, for example, Henry Kissinger stated that the E!AJ 
"represents the most innovative United States policy toward Latin 
America in this century." Similar comments can be gleaned fixnn 
foreign policy analysts, economists, and practitioners in the United 
States, Latin America, cmd in international organizations. 

As many have noted, the EAI abandons the practice of unilatera- 
lism in hemispheric matters and seeks reciprocal obligations and 
cooperative actions for mutual gain. 

Having said all this, it is surprising and disappointing that the 
bulk of the initiative still awaits full congressional authorization 
and enactment. 

Mr. Chairman, the EAI is composed of three major goals: (1) a 
hemispheric free-trade zone; (2) capital flows and investment pro- 
motion throu^ the mechanism of the Inter-American Develt^ 
ment Bank [IDB]; and (3) official bilateral debt relief that is cou- 

{iled with a special emphasis on environmental protection throu^ 
ocal currency conversion and grassroots participation within eligi- 
ble countries. 

Clearly, there has been signiiicant progress toward the goal of 
creat ing a free-trade area throughout the Western Hemisphere. 
The FTA ara-eement with Canada, n^otiations leadir^ to a North 
American Free-Trade Agreement [NAFTA] with Canada and 
Mexico, and sooo-to-begin talks with Chile on a free-trade agree- 
ment axe each significant milestones in reaching this goal. 

Wiliun Latin America, the MERCOSUR countries in the south- 
em cone are moving to eliminate treide barriers, the Central Amer- 
icem countries have agreed to reduce trade restrictions, and Chile 
has already completed a Inlateral FTA with Mexico. All this is 
taking place while worldwide protectionist sentiment has grown 
more pronounced. 

The investment component of the EAI centers on the creation of 
the multilateral investment fund, or MIF, administered by the 
Inter-American Development Bank. Its purpose is to stimulate eco- 
nomic reform, remove dsstacles to new investments, advance jcb 
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retraining, Eind provide a source of new capital, credit, and equity 
financing for small businesses. 

Thou^ the amount in question is comparatively small — a 
United States commitment of $100 million a year for 5 years and 
another $1 billion from other contributors for a total global com- 
mitment of $1.5 billion — ^when coupled with equal funding alloca- 
tions from Europe and Japan, it could help make a significant dif- 
ference, especially in smaller, hard-pressed countries. 

The third area, bilateral debt relief, seeks to reduce a portion of 
the $12 billion in U.S. Government debt holdings in Latin America. 
This official bUatersd debt is a small fraction of the $420 billion 
total debt burden of Latin America. Nonetheless, authorization for 
this debt relief could bring real benefits to those countries with ob- 
ligations stemming from past borrowing in our various official as- 
sistance programs. 

In addition to easing repayment terms, some countries benefit by 
improving their external accounts emd creditworthiness in the eyes 
of international financial institutions. 

Hopefully, success will prompt other creditor nations in Europe 
and Japan to matoh our proposals and increase the amounts of offi- 
cial debt available for relief. Estimates of this total official debt 
run close to $50 billion. 

Congress has enacted only a portion of the President's proposal 
fbr bilateral debt relief. In 1990, the Congress authorized debt relief 
on those obligations arising from Public Law 480, the Food for 
Peace loans in the farm bill, but no additional auUiorizations for 
AD) loans or Export^Import Bank and Commodity Credit Corpora- 
tion assets have been enacted. 

Last ye£u:, we came close. The fiscal year 1992-1993 Foreign As- 
sistance Authorization bill contained a separate Enterprise for the 
Americas title — title Vm — which, if enacted, would have author- 
ized comparable debt relief provisions for AID loans. The aid au- 
thorization bill passed the Senate on two different occasions and 
the House once before being voted down last fall. Regrettably, the 
bill was never enacted. 

Despite disappointments in implementing the EIAI, we cannot 
give up on efforts to secure enactment. I believe many Members 
share this view. 

For this reason, I will soon introduce a separate bill in the 
Smate which is virtually identical to the Enterprise for the Ameri- 
cas title in the Foreign Assistance Authorization bill. 

Among the provisions in the bill, it would authorize buyii^ down 
the principal on outstanding AID debt, with payments of additional 
interest payments on the remaining debt made available throi^ 
local currency accounts for environmental protection, child surviv- 
al, and certain other purposes. 

It will conform to tiie compromise struck last year in the House- 
Senate conference on the AID bill. I would retain that compromise. 
I understand there Is a companion bill here in the House. 

In this r^ard, I am gratified to learn that supporters of the EAI 
wUl be assisted by the formation of a new ' Americans for the 
Americas Coalition" that will actively work at the grassroots level 
to drum up support for the initiative. The coalition will be headed 
by former Senator Howard Baker and it is a welcome addition to 
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efforts to kick start the final round of our deliberations leading to 
enactment of the EAI. 

Mr. Chairman, your bill, H.R. 4059, is an important addition to 
the efforts to reduce the onerous bilateral debt burden in Latin 
America. H.R. 4059 o^rs strong and positive solutions to problems 
which both the United States and the other participating countries 
have common interest in solving. 

At its heart is an authorization for the President to sell a portion 
of debt owed to the U.S. Government by these countries to the 
Commodity Credit Corporation in return for their commitment to 
support projects which improve the environment. 

An excellent article in the New York Times on May 8, 1992 re- 
ported that developing nations and nonindustrialized countries in- 
creased their imports of American products by 15 percent last year. 
During the first 2 months of this year, more than one-third of 
American exports — the highest rate since 1982 — went to nonindus- 
trialized countries. Mexico, which has some highly industrialized 
sectors, and Latin America are particularly important growth mar- 
kets for our exports. 

Clearly, an improvement in the debt situations of these nations 
and their internal economic reforms have helped their ability to 
buy our goods. The New York Times article reports that these addi- 
tioneil exports accounted directly or indirectly for up to 400,000 jobs 
in the United States. 

I believe, Mr. Chairman, that modest programs of debt reducti(m 
can yield benefits many times their size in healthy economies that 
will be good cash markets for American farms and American facto> 
ries. 

The other great common interest which this bill addresses is the 
requirement that participants commit local currency funding to en- 
vironmental proj^ts. This is a practical way to get on wiUi tack- 
ling the issues raised at the Rio summit and to support those coun- 
tries which have a genuine desire to solve environmental problems 
but are short on resources to do so. 

I believe it would also boost efforts by Mexico and the United 
States to work on environmental problems along the border; an ob- 
jective which is critical to the North American ft%e-trade negotia- 
tions. 

While the authority for the activities under your bUl, Mr. Chair- 
mtm, is granted to the administration, the participation of Con- 
gress is assured through appropriations, notification requirements, 
and reporting provisions. 

In closing, Mr. Chairman, I would like to say for the benefit of 
the administration representatives that you and I have worked to- 
gether successfully for many years now on issues of the type ad- 
dressed by this bill and on a large number of difficult and compli- 
cated agricultural bills. From that experience, I know that this biU 
represents your dedication to improving the lives of farmers and 
workers in this country and farmers and workers in nei^iboring 
countries. I share that dedication with you. 

I cconmend you and your colleagues for holding this hearing and 
forproposing this l^alation. 

Tliank you very much. 
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[The prepared statement of Senator Lugar appears at the conclu- 
sion of the hearing.] 

The Chairman. Thank you very much, Senator. We are pleased 
and indeed honored that you would take the time from your busy 
schedule on the Senate side to be here with us. All the work tiiat 
you have done with us is appreciated, not only in this but in other 
areas. Your staff has worked very closely with ours. 

The only part of the Initiative for the Americas that basically is 
law is the Public Law 480 part that we have worked on together. I 
wanted to mention how closely you work with us on agricultural 
legislation. Sometimes you are so dose to an issue that you don't 
see it. 

We have been speaking to some of the environmental groups and 
some of the international groups. We did not know where this idea 
came htim. We knew it was not a novel innovative idea of ours. So 
we went to the environmental community and asked them where 
this idea originated. They said we got it from you. That kind of 
flew past me. 

You did it in the 1985 act, they said. That is where the idea ceune 
from. Lo and behold, in the 1985 act we had authorized the Secre- 
tary to buy back loans that were owed to USDA and to buy them 
back for conservation purposes. So the first debt-for-nature swap 
was in the 1985 farm bill. 

Now we come back to the fact that it was your work smd our 
work in the 1985 act that ^ve birth to the idea. So we were god- 
parents and did not know it. I guess that shows we are not out 
there looking for credit. We just wsmt to do what is right. 

Thank you for being here. 

Senator Lugas. Thank you. 

The Chaduun. Our next witnesses — we are pleased and honored 
that we have representatives from Treasury and State. We will ask 
to the table the Secretary for Intemationeil Affairs, the Honoreible 
David Mulford, and the Secretary for Inter-American Affairs, the 
Honorable David Aronson. 

We welcome you here and appreciate your interest. The world re- 
volves around agriculture, but agriculture revolves around what we 
do in the international field monetarily and poHcywise. You two 
gentlemen are at the top in that field, emd we appreciate your 
being here. 

We will hear from you at this time, Mr. Mulford. 

STATEMENT OF DAVID C. MULFORD, UNDER SECRETARY, 
INTERNATIONAL AFFAIRS, U.S. DEPARTMENT OF THE TREASURY 

Mr. MuLFoao. Thank you, Mr. Chairman. 

Mr. Chairman, I would like to begin by expressing my personal 
t-hfinkji to you. I don't get to testiiy in front of this committee very 
often, but I want to express to you my feeling of warmth about the 
initiative you have taken. It is like the feeling somebody has for 
aomebody else who has given them an important start in life. 

This committee, under your chairmanship, has given the first of 
these accomplishments h^ providing Public Law 480 for debt reduc- 
tion. I know that this view would be shared by the Ambassador 
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from Jamaica, Mr. Bemal, because his country was one of the first 
to take advantage of that. 

I also want to discuss what I think was tlie moat important initi- 
ative, the EAI, which offers an opportunity for this hemisphere to 
move toward open trade, to stimulate increased investment, and to 
reduce the debt overhang which has stifled growth in many of the 
smaller nations. 

The 1990 farm bill included one of its key elements — authoriza- 
tion for the reduction of Public Law 480 debt for reforming coun- 
tries in the re^on — and reflected a common interest in generating 
grassroots support for the environment, as well. Three coimtries, 
Chile, Bolivia, and Jamaica, have already received the benefits of 
this legislation. 

Mr. Chairman, we appreciate your introduction of additional leg- 
islation last fall to authorize the sale of a portion of CCC assets 
under the EAI, which I will discuss further in a moment. 

I hope that this committee will also offer strong encouragement 
for appropriations action in the fiscal year 1993 budget to permit 
further implementation of the Public Law 480 debt component. 

Next week. Secretary Brady is hosting a m^or conference with 
several key Latin and Caribbefm Finance Ministers. The confeiv 
ence will underscore the dramatic chfinges underway within this 
hemisphere — a strong commitment to marketoriented economic re- 
forms and more liberal investment and trade regimes which is 
spreading like wildfire through the region. 

Let's look at what is happening. 

Coimtries throughout the region are actively implementing IMF 
and World Bank macroeconomic and structural reform pn^rams. 

R^onal int^ration is accelerating among the southern cone, 
Andean pact. Central American Common Market, and Caribbean 
nations fliming toward regional free trade, even as we pursue n^o- 
tiations on a North American Free-Trade Agreement. 

Important changes ore taking place in investment r^imes 
throughout the r^on. Four countries have adopted significant in- 
vestment reforms in conjunction with the IDB investment sector 
lending program, and 10 others currently have n^otiations under- 
way. Several countries are also moving to discuss bilateral invest- 
ment treaties with the United States. 

Privatization has become a major program in several countries, 
helping to cut subsidies and budget deficits while reusing revenues 
and creating more competitive business environments. Since 1988, 
Mexican privatizations have produced nearly $20 billion in reve- 
nues. 

Argentina has used large-scale privatizations to reduce its stock 
of external debt by $7 bilhon, with more in the works. And Brazil 
has privatized 4 key industries, with 23 additional companies 
scheduled for privatization this year. 

The Brady plan has helped facilitate debt reduction agreements 
with commercial banks for seven countries in the region, turning 
the comer on the debt problem for Latin America as a whole. In 
addition to the recent agreement with Argentina, n^otiations wjtfa 
Brazil are also progressing toward a comprehensive agreement. \, 
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For our part, the United States has alrea^ treated one-fourth of 
the concessional debt of the r^on through EAI debt reduction and 
lesMlated pn^rams for the poorest countries. 

The mechanisms £ire being put in place, in accordance with the 
1990 fftrm bill provisions, to fund grassroote environmental projects 
in countries that have benefited from reduction of their U.S. bilat- 
eral debt. 

An agreement establishing a $1.3 billion Multilateral Investment 
Fund has been signed, and once the U.S. Congress acts, the MIF 
will be ready to open for business to support investment, especially 
in the smaller countries in the r^on. 

This dedication to stabilization, liberalization, and privatization, 
and the restructuring of external debt have helped pave the way to 
economic recovery. The locomotive of reform nas clearly left the 
station and is traveling throughout Latin America. 

Let me briefly highfight some of the remarkable results of these 
efforts. 

There has been a dramatic increase in growth rates, marking an 
end to the lost decade of the 1980's. Real GDP grew bv 3 percent in 
the region in 1991 and per capita GDP increeised by 1 percent, 
marking the first time in 4 years that GDP growth exceeded popu- 
lation growth. Argentina has moved from negative growth of minus 
4.5 in 1989 to positive growth of 5 percent in 1991. Mexico is edso 
experiencing 4 percent growth, Chile nearly 6 percent, and Venezu- 
ela 9 percent. 

Inflation is being brought under control. Mexico managed to 
reduce inflation by one-third in 1991 to less than 19 percent Ar- 
gentina's inflation rate has dropped from 4,900 percent in 1989 to 
25 in the most recent 12-mooth period ending in April. 

Commitment to reform and improved economic conditions have 
catalyzed dramatic changes in capital flows. Private capital flows 
to Ldtin America increased to more than $40 billion during 1991, 
up sharply from $13 billion in 1990 and $5 billion in 1989. 

Not only are the numbers impressive, but more than half of the 
flows in 1991 was in the form of equity, including foreign direct in- 
vestment, proceeds from privatizations, and international stock of- 
ferings by Latin American firms. These equity inflows, unlike the 
debt financings prevalent in the 1980'b, now contribute to the re- 
gion's growing capitfd base. 

T(^ether, debt reduction and economic and investment reforms 
have produced gains that would have been unimaginable just a few 
diort years ago. We have strong national interest in foiling a part- 
nership to assure continued growth in Latin America and the Car- 
ibbean. 

That is why the Enterprise for the Americas Initiative is not 
only a critical endeavor for our relations with Latin America and 
the Caribbean, but also a timely vetiture for the growth of our own 
economy. We have much to gain fi*om the EAI. 

Growth of the economies to our south translates into growth for 
the United States. Latin America and the Caribbean represent the 
fastest growing r^onal market for United States exports. Indeed, 
U.S. exports to the r^on have doubled since 1986 — to $62 billion. 

In this market, the United States still holds a predominant 
market share, greater than that of Japan or the EC, accounting for 



,y Google 



22 

57 percent of the r^on's imports from mdustrialized countries. In 
fact, $1 in every $7 of U.S. exports is now destined for the r^ion. 

As we all know, exports mean jobs — Commerce Department esti- 
mates that for ever; $1 billion increase in U.S. exports, 20,000 
export-related jobs are generated. 

This is not just good news for a few U.S. States that border the 
r^on. The Commerce Department conducted a State-by-State 
review of exports to the r^on. Its key finding: 43 States, including 
all but 3 of the 28 States represented on this committee, and the 
INstrict of Columbia, realized an avereige increase of 69 percent in 
exports frc»n 1987 to 1990. 

Border States like Texas and California, as well as others like 
North Carolina and Geot^ia exceeded th^ average with record- 
breaking increases in exports to Latin America and the Caribbean. 

For example, Texas, the largest U.S. State exporter to the r^on, 
recorded an increase of 83 percent over this 3-year period — or an 
increase of $7.7 billion. Exports from California went up nearly 78 

Eercent or $2.5 billion; from Georgia, 75 percent or over $500 mil- 
on; and from North Carolina, 69 percent or almost $317 milUcHi. 
These numbers underscore the United States' growing stake in the 
success of reform and growth in Latin America and the Caribbean. 

Mr. Chairman, this r^on represents an important market for 
our agricultural exports as well. Latin American and Caribbean 
countries have been among the fastest growing export markets for 
United States agricultural products. In fact, from 1987 to 1991, 
United States eigricultural exports to Mexico increased by 25 per- 
cent and to Central America by 12 percent. Latin America and the 
Caribbean represent a $4.6 bifiion market for United States agri- 
cultural goods, accounting for one in every $8 of United States ag- 
ricultural exports tn 1991. 

With the support of Congress, the ElAI can make a significant 
contribution to the economic well-being of the people of this heaii- 
sphere, both North and South. If we are grantea our full appropria- 
tuHis request, the administration anticipates undertaking debt re- 
duction for as many as 10 countries in fiscal year 1993, including 
action on the Public Law 480 debt of 4 countries: El Salvador, 
Coeta Rica, Paraguay, and Uruguay. 

Through Pidilic Law 480 and AID action, total bilateral debt to 
creditor governments would be reduced tnr one-third for Costa Rica, 
and by a striking two-thirds for El Salvador. 

The introducticm of your bill, Mr. Chairman, is a welcome addi- 
tion to EAI i^islation still pending in otlusr committees. We 
strongly sugport tiie proposal in your bill for direct bi^rbacks of a 
portion of CuC debt by countries which meet the EAI eligibility cri- 
teria for debt reductitm. 

We »idorse the environmraital component of the Iwdation 
which requires that debtor countries' participation in the CCC bnj- 
back program be contingent on their contribution c^ local curr^u^ 
to lotM environmmtal mnds. 

As yon are aware, we have consistently advocated a ctHnmitmoit 
to the envinmment under the EAI, and we are proud of our succcH 
in estaMiahing environmental fiinds in Jamaica, Bolivia, and Chile. 
Your binrback ccmcept provides an innovative mechaiuam tar re- 
ducing tlw CCC debt burdens of Latin American and Caribbean 
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countries while alao dedicating resources to the improvement of the 
environment in eligible countries. 

However, Mr. Chfiirman, I would urge you also to include within 
your l^islation authorization to sell a portion of CCC obligations to 
facilitate debt/equity, debt-for-nature, and debt^for-development 
swaps, as proposed by the administration. Direct debt buybacks can 
work well for countries with sufficient resources to fund the buy- 
back. This would be true for Mexico, but not for Jfunfiica, Pfinama, 
or the Dominican Republic. 

The sale or cancellation of CCC debt in support of debt swaps 
permits third parties to bring their resources to bear to accomplish 
debt reduction. All parties gain in the process: The debtor's exter- 
nal obligations are reduced; the third-party investor or environ- 
mental organization leverages its resources to obtain increased 
local currency for its projects; and the U.S. Government receives a 
dollar payment for the full market value of debt sold — rather than 
the risk of further reschedulings. 

Debt swaps have been a crucial instrument in the market for 
converting value-impaired commercial bank debt, which countries 
luve not been able to service on time, into local currency obliga- 
tions which support new production or environmental projects. 
They have served as a pioneer for increased foreign investment in 
the r^on, and have been particularly successful in feicilitating pri- 
vatizaUons and joint ventures. U.S. firms have been active pMtici- 
pants in this process. 

We also continue to see significant activity in debt-for-nature 
swaps through the secondary market. Within the past month, 
Brazil approved its first debt-for-nature swap, which will generate 
$2.2 million in local currency bonds for the environment. A Bolivi- 
an swap will produce $2.8 million in local currency funds for the 
environment. These are useful mechanisms — proven within the 
market — and should not be overlooked when considering the sale of 
CCC assets under the EAI. 

I would su^^t, Mr. Chairman, that we could implement author- 
ity to undertake both direct buybacks and sales or cancellations of 
debt to facilitate swaps in the following manner. 

Governments would be given an option to exercise a direct buy- 
back within a given time period. If that period expires and the 
option isn't exercised, or the government indicates at the outset 
tnat it does not have the resources to purchase the debt, the debt 
would be made available to support third party swaps. I beUeve 
this approach would serve our common objectives and enable a 
meanii^fiil program to be implemented. 

I would also suggest that the environmental funds generated in 
connection with any direct buybacks of CCC debt be deposited in 
Enterprise for the Americas' environmental iimds and be subject to 
the same supervision and local commission decisions establiuied in 
the 1990 farm bill. This would facilitate administration of these 
funds. 

I would conclude my remarks today by noting that this August 
will mark the 10-year anniversary of the onset of the Mexican debt 
problems, which awakened us to the magnitude of financial difR- 
culties in Latin America and the Caribbean and marked the begin- 
ning of the debt crisis. 
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I am pleased to report that following a difficult decade, the 
region has emerged from crisis. Several countries with heavy com- 
mercial bank debt are now returning to the market and attracting 
inflows of needed capital. 

The Enterprise for the Americas Initiative offers similar hope for 
smaller countries within the r^on to join their larger nei^bors 
in attracting capital and moving towcird economic growth and a 
higher standard of living for their citizens. I urge your continued 
support for this historic endeavor. 

fFhe prepEU-ed statement of Mr. Mutford appears at the conclu- 
sion of the hearing.] 

The Chairman. Thank you very much, Mr. Mulford. We appreci- 
ate your testimony and your being here. We accept the fact Uiat 
your main business is in other conamittees, but in the Agriculture 
Committee we are always happy to have you here. 

As a matter of fact, before I ask Mr. Aronson, let me say that the 
world revolves around agriculture. And when the world comes to 
Washington — I don't know if they go to see the other committees — 
but I do know that they ask to see members of our committee. The 
past 6 weeks I have visited personally, at their request, with the 
President of Honduras, with the President of Kazakhstan ^m the 
former Soviet Union, with the Ambassadors of Japan, Jamaica, <rf 
El Salvador, of Mexico, of the head of what would be the equiva- 
lent of Russian peasfmts or farmworkers, with the head of a simi- 
lar group in Japan, with members of the European Parliament, 
with individual members either coming on their own or as guests 
of the USIA exchange pn^am, with &iends from Spain, A^^enti- 
na, Chile, and Mexico. I visited with the head of the New Zealand 
dairy producers, with the heads of Australian 1ku*1^ producers, 
with the hefid of Australian wheat producers. Aside teora individ- 
uals who stop by when they have business here, I visited with 
small groups with Mr. Gorbachev when he was here and witli Mr. 
Yeltsin and later today with Mr. Yeltsin. None of that is at my in- 
vitation. They come wemting to speak about agriculture and uieir 
relationship with the United States of America. 

So as you can see Mr. Aronsrai we may not be the Committee <m 
Foreign Affairs, but the world is making us be one. 

We invite your presentation, Mr. Aronson. 

STATEMENT OF BERNARD ARONSON, ASSISTANT SECRETARY, 
INTER-AMERICAN AFFAIRS, U^. DEPARTMENT OF STAIIB 

Mr. Akonson. Mr. Chairman, thank you for the invitation to tes- 
tify. 

When it comes to Latin America, in fact, this committee is one of 
the significEmt actors. We very much appreciate your leadership. 

As you know, because you have followed events in the hemi- 
aphere closely, Mr. Chairman, we face what I think is the most 
hopeful time in our histoiy in our relations in this hemisphere. U 
we understand the possibilities before us, we can realize goals and 
dreams that a few years ago would have seemed impossible. 

You mentioned that Mr. Yeltsin is here and I think etU of us cele- 
brate the changes in the former Soviet Union and EaBtera Euxt^ie. 
But the democratic revcdution that we have seen sweeping acron 
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the world, as you know, began in this hemisphere and, in fact, has 
gone further. 

Today, every country in Central America is headed by an elected 
President for the fiTBt time in its history. Today, for the first time 
in history, every President in South America is an elected Presi- 
dent. Even the exceptions to the rule I think prove the point. In 
this hemisphere, when democracy is overturned something hap- 
pens. It is a collective response. We have created in this hemi- 
sphere something that does not exist anywhere in the world: The 
idea that democracy is the only Intimate form of government. 

Our citizens wonder why that is important. It is important be- 
cause in every issue we care about in the post-cold-war era, having 
democracies as partners makes it easier to defend our goals and 
support our national interest. Preventing the spread of weapons of 
mass destruction, if anyone put tf^ether a short list of countries 
that might develop the capability to manufacture nuclear weapons 
10 years ago, Brazil and Argentina would have been high on any- 
body's list. 'I\>day, they have signed an agreement with the agency 
putting their programs under safi^uards. 

We have had a deep interest as evidenced by events in the Per- 
sian Gulf in preventing the spread of ballistic missile technology 
around the world. Argentina had been developing a ballistic missile 
under the dictatorship that prevailed before, financed by Iraq. This 
democratic government has suspended that production. 

On the environment, it is not an accident that the Government 
of Brazil was the host of this environmental conference or that 
they have withdrawn the tax incentives that used to finance devel- 
opments in the Ameizon region. 

I think the most dramatic change is what Secretaty Mulford re- 
ferred to, that is, the economic revolution sweeping this hemi- 
sphere. We are battling in Asia and the EC to reduce barriers to 
imported products. In Latin America, our friends and allies are 
taking the initiative to remove harriers to foreign investment un- 
conditionally. They are cutting tariffs unilaterally. They are wait- 
ing in line for talks with the United States to liberalize trade, emd 
they stand shoulder to shoulder with the United States in the 
GATT talks to reduce barriers to U.S. agricultural products. 

As Secretary Mulford said, the United States is the principal 
beneficiary of these changes. The fastest growing market for ex- 
ports &om our country is Latin America. He cited the statistics: 29 
percent growth in the last 2 years. 

In the case of Mexico, Mr. Chairman, in which you have a par- 
ticular interest, our exports to Mexico have increased 18 percent 
every year for Uie last 5 years. The beneficiaries of that growth are 
not simpW_ the States on the border. I will just pick some States at 
random. They happen to be those most of you represent. Mr. Smith 
represents Or^on. Exports to this hemisphere have increased 84 
percent since 1986. Mr. Gunderson's Wisconsin, exports to Wiscon- 
sin to this hemisphere have increased 61 percent. Colorado, 55 per- 
cent. Minnesota, 54 percent. Mr. Jolinson s Indiana sells this hemi- 
sphere $423 million in exports every year. 

The real question is, will we sustain these trends? The historic 
mistake of the United States toward Latin America is to withdraw 
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and disengago at moments of maTimnm oppoitunitifiB. We should 
not and must not repeat that mistake. 

I strongly second what Secretary Mulford said, Mr. Chairman, in 
applauding the initiative. To be sure. Public Law 480 and CCC d^ 
has been considered. This initiative may not receive headline news 
in the United States, but this is the most exciting and important 
foreign policv initiative the United States has pioneered in Latin 
America in 20 years or more. It is sustaining the hopes of a new 
generation of democratic leaders who are seeking a different kind 
of relationship with our country and on markets to our products as 
never before. 

I would strongly support Secretary Mulford's statement. I hope 
that we can work wiui the committee in the areas he mentioned. 
But I would emphasize the initiative you are taking is sending rip- 
ples of hope and support throughout this hemisphere to a set of 
democratic leaders that oifer the United States the best prospects 
in our country to create in this hemisphere a fully democratic 
hemisphere and a hemisphere in which trade is ft«e from Alaska 
to Argentina. That is something the world would never have 
dreamed of a few years ago. We now can make it possible. 

I appreciate your leadership in that effort. Thank you, Mr. 
Chairinem. 

[The prepared statement of Mr. Aronson appears at the conclu- 
sion of ^e hearing.] 

The Chairman. Iliank you very much, Mr. Aronson. 

I bad neglected to mention on the list of visitors Mr. Mulron^, 
the Prime Minister of Canada, who we had an opportunity to visit 
with in French £ind English. We did it both ways. So we thank both 
of you for your testimony. We still have some work to do and will 
be venr happy to work with you, Mr, Mulford, and your staff. 

We have some concern on the third party debt swap that I think 
we need to do some work on. We have some concerns because of 
some antecedents and what we perceive to be some concern from 
the other countries. But we will continue working on that. We ap- 
preciate vour suggestion and your interest in that area. 

To both of you, we appreciate your being here. We hope that we 
wUl continue working together. 

Mr. Aronson, you gave an opening to my submeuine story when 
you mentioned that the world wants to emulate our democratic 
system, our institutions. You are seeing it happen around the 
world. I give the credit for all of that, if credit should be given any 
place, to American agriculture. 

When I was in the Navy, I did not have much opportunity for 
sea duty. World War II ended. I was a very young sailor. So 1 did 
not have that much opportimity except for a short cruise now and 
then. When I came here to Congress, the military sent their liaison 
people. When the Navy fedlow came to see me, he said, what can I 
do for you? I said, get me on board a big ship. I went on a carrier. 
We did it all. I wanted to go on a submarine. This was several 
years back. 

I wanted to go on a nuclear-powered and nuclear-armed subma- 
rine. They said, you have to be cleared for top secret. Members at 
Congress leak now and then, but that is something else. But I had 
been cleared for top secret when I was in the Army and served as 
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the general's aide. They said, yo&^w^ have to loee a few pounds. 
That told me they didn't want me on uwmibmarine that there is a 
little hole you have to go throi^h. 

Eventually we went. It was late aftemoon>-There was not a 
ripple on the water. Just the young commander aiid-X^ere on the 
conning tower. I said young because I think the median age of sub- 
mariners is 23 years of age. Those are the people who man our 
subs. 

Back to your story Etnd my part of it. I asked him, how long can 
you keep tibis thing underwater? He said, well, that is a secret but 
take a guess. Somewhere I remembered 14 years for the nuclear 
components. 1 cut it in heilf and I said seven. Then it hit me that 
the reason — and this is verifiable by the Defense Department — the 
main reason that our adversaries at that time, our friends of today, 
did not go over the brink was because every minute of the day they 
knew where our troops were. Every minute of the day they knew 
where our planes were, on the ground or in the air. Every minute 
of the day they knew where our ships were, in port or at sea. The 
only thing they didn't know where it was was that submarine. So 
tiiat kept them from goii^ over the brink. 

That led to what we now have, Mr. Yeltsin addressing a joint ses- 
sion of Congress and me meeting with the President of Kazakhstan 
tjillring about agriculture. The answer the commander of that sub- 
marine gave me when I Eisked him how long he could keep it under 
water: He said he could keep it under water as long as he had food 
for his crew. 

Democracy and freedom comes back to the farmers of agricul- 
ture. That is my submarine story. 

We will be listening to Mr. Yeltsin within the hour, thanks to 
the young 23-year-old men. Yet, the ones who kept it undetected 
and under water were the farmers and ranchers of America. 

We wish to thank you for being here and thank you. We look for- 
ward to working with you. 

Mr. Smith. 

Mr. Smtth. Thank you, Mr. Chsiirman and gentlemen. Welcome. 

I was interested in your statement. I surely agree that exports 
mean jobe tmd it means opportunity for this country. I have always 
been fascinated, however, and maybe you can help me, with the se- 
lection that we seem to make in South America. We got a lot out of 
the Canadian Free-Trade Agreement because in trying to exchai^e 
standards of living, if that were the case, there was not that much 
discrepancy. 

We are under a lot of attack as you well know with the Mexican 
Free-Trade Agreement, which I support, simply because labor and 
other organizations believe we are going to exchange standards of 
living with Mexico and absorb somehow Mexico into the United 
States. 

It had always been fascinating to me why we have chosen to go 
on to South America, and even Mexico for that matter, when the 
Asian countries have a standard of living much closer to ours, like 
the Japanese and with the Taiwan Qiinese coming along and 
South Korea. But more than that, they have our money. 
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Now, in the accords with South America we have to raise some- 
thing like $12 billion to bail them out of their CCC responsibilities. 
We don't have $12 billion to bail anybody out. 

Why don't we go to countries that have our money with the firee> 
trade agreement which would place us in a ht^ beneficial position 
since we are takii^ all their commodities anyway and by bringjng 
down the trade barriers, our opportunities have gone up for tt^ade. 
Tell me why that selection weis mside, if you will. 

Mr. AsONSON. Congressman, first of ^1, I think we would tares 
with you that free trade ought to be pursued globally. I don't tmnk 
anybody wants to suggest that entering into firee-trade n^otiations 
with Canada and Mexico is meant to preclude or exclude any other 
set of partners, including Asia. 

I think there are many compelling reasons why it made sense to 
extend this to Mexico. We share a 2,000-mile border with this coun- 
try. Our futures are intertwined. 

Mexico is our third largest trading partner today. Unlike the 
countries in Asia that you mentioned, ever^ time a citizen ol 
Mexico buys a product from abroad, 66 cents of every dollar is used 
to buy a Unit^ States product. We have to date a net trade sur- 
plus with Mexico, Euid that surplus is expanding. If you remove oil, 
that would be a monumental surplus. 

We have a surplus in some agricultural products this committee 
cares about like com, we have a surplus in steel, telecommunica- 
tions, products that we need to continue to export to fuel our own 
recovery. Our exports to Mexico, as I said earlier, are increasing 18 
percent a year. 

The final point I would make is that if you look at this hemi- 
sphere compared to any other ptirt of the world, this is the hemi- 
rohere where all the trade opportunities are made for the United 
States. We have a 57 percent market share in this hemisphere. The 
Japanese have 11 percent. So every time we reduce barriers, we 
are the natural beneficiaries. 

In the case of Mexico in particular, their average weighted tariff 
toward the United States is 6 percent. Our average weighted tariff 
toward Mexico is 4 percent. So we are going to do more toward re- 
ducing those barriers to zero than Mexico is. 

United States traders who want to go to Mexico and take advan- 
tage of the wf^e rates can do so. Farmers and ranchers who are 
excluded by import hcensing and other requirements cannot. 

If you look at the way the Japanese are competing with us, you 
have an integrated production process. They take the low wage, 
low-value-added portion of that production process, say in aut<nno- 
biles, and they do that portion of the process in the Pmlippines or 
Thailemd where wages are low and they keep the low-value-added 
and high-tech part in Japan. Then they put the products together 
and produce an automobile that is competitive globally. 

We need to do the same thing to maintain our competitive abili- 
ty in autos and other manufacturing processes. You can do that 
with economics and have all the advantages of proximity to put to- 
gether the final product and compete globally. 

Mr. Sifrra. That means you are going to export jobs? 

Mr. AsONSON. No. Every study shows you wUl have an increase 
in jobs in the trade agreement. That is what the International 
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Trade Commission determined. You will have undoubtedly some 
change in jobs. I think you will have a much lower we^ scale and 
some net loss. 

Those jobs are going to go anyway. It is better if they go to 
Mexico than Taiwan, Singapore, or Asia because you will have an 
increase in high-tech, high-value-added, high-wage jobe. 

I would think we have to get over this notion that trade is a zero- 
sum gain. A prosperous, growing Mexico is the best possible 
market for United States products and we wUl be the beneficiary. 

Mr. Shtth. I don't disagree with you except that I still harbor 
these questions that everybody asks. That is, how do we get 
through the transition? After we build up Mexico, everybody un- 
derstands that is going to happen. But in the meantime, is it going 
to cost America jobs? Is it going to mean American businesses are 
going to move across the border to Mexico, dragging with them in- 
dustrial, good-paying jobs? 

Those are the auctions that are bothering everybody. 

Mr. Abonson. The Congress knows they are very Intimate ques- 
tions. I think at a time of slowdown in our economy, those are un- 
derstandable concerns among the citizens. 

We will n^otiate transition rulings in this agreement that are 
designed in fact to minimize the immediate djslocation and to 
phase in some of the provisions so that United States industries axe 
not suddenly hit with a radical chai^, like we did in Canada. I 
think we will be tougher in this instance. 

We have insisted on tough rulingB of origin and, in some in- 
stances, content provisions that will ensure that American parts 
are used in the manufacturing process. We will not enter into this 
and we will not sign fin agreement that is not going to be a net 
plus as far as jobs in our economy. 

If you look at the sectors of our economy where we are selling 
products to Mexico, these are not low wage and inconsequentifd 
areas of our economy. We are selling steel, telecommunications. We 
are selling com. We will greatly increase our agricultural agree- 
ments. There will be a net increase in jobs. 

We have doubled our exports to Mexico during the last 4 years. 
This will be a 100-million-person market by the end of this centuiy. 
EveiT time they spend $1, 66 cents of it will come here when they 
buy unports. 

The Chaikmam. I thank the gentlemen. 

We thank both of you gentlemen for being here. 

To the members, at the time we set this meeting we didn't know 
that Mr. Yeltsin's visit would be tod^, so we have a time problem 
ourselves. We thank both the representatives from the Treasury 
and State Departments. 

I guess three of the next panel members will have to be at the 
joint session. I am going to invite Richard Bemal, Ambassador Ex- 
traordinary and Plenipotentiaiy, Embassy of Jamaica; Mi^^l 
Angel Salaverria, Ambassador Ebctraordinaiy and Plenipotentiary, 
Embassy of El Salvador; Ambassador Luigi R. Einaudi, Permanent 
Representative of the United States to the Organization of Ameri- 
can States; and Frank D. Yturria, Chairman, Inter-American Foun- 
dation. 
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I will ask Mr. Yturria to make his presentation first because he 
has a time problem with his airline back to Texas. Mr. Yturria is 
Chairman of the Inter-American Foundation, and Mr. Perrin is 
also with him. 

Mr. Perrin is from a distinguished family in Texas. He has done 
a tremendous amount of work in his own right in our foreign af- 
fairs. 

We are happy to have you here. We wUl hear from you at this 
time. 

STATEMENT OF FRANK D. YTURRIA, CHAIRMAN, INTER- 
AHERICAN FOUNDATION, ACCOMPANIED BY BILL K. PERRIN 

Mr. Yturria. Thank you very much, Mr. Chairman. I want to ex- 
press my delight to appear before the Committee on Agriculture to 
testify on the Good Neighbor Environmental Fund included in H.R. 
4059, known as the Enterprise for the Americas Initiative of 1991. 

I would like to limit my oral testimony to brief remarks, Mr. 
Chairman; therefore, I request that the complete text of my formal 
statement be included in the hearing reconi, and I would like to 
submit it to you now. 

The Chairman. Your statement will be submitted in full in the 
record as if read. 

Mr. Yturria. Thank you, Mr. Chairman. I have served as Chair- 
man of the Inter-American Foundation since May 1990, and I am a 
lifelong resident of Brownsville, Texas. As a public official and pri- 
vate citizen, I am deeply concerned with our hemisphere's develop- 
ment. Thus, it has been a distinct privil^e to chair the Founda- 
tion's efforts to promote self-help development where it is most 
needed, at the grassroots. 

The Inter-American Foundation was created by act of the U.S. 
Congress in 1969 to support the self-help efforte of the poor in 
Latin America and the Caribbean. Over the past 20 years, the 
Foundation has made more than 3,000 grants in 36 countries to ag- 
ricultural cooperatives, community associations, and small urbw 
enterprises. 

Grants have also been provided to larger organizations that offer 
credit, technical assistance, trctining, and marketing services. 

Before commenting on H.R. 4059's specific provisions, I would 
like to discuss the Foundation's role as a member of the Environ- 
ment for the Americas Board which was created as part of the En- 
terprise for the Americas Initiative, the EAI. As you know, B>Ir. 
Chairman, the board advises the Secretary of State on the n^otia- 
tion of EAI environmental ^amework agreements with those coun- 
tries eligible for receiving EAI debt relief. 

To date, environmental framework agreements have been negoti- 
ated with Jamaica, Bolivia, and Chile. The Inter-American Founda- 
tion wEis a member of the U.S. Government delegation which nego- 
tiated these framework agreements. 

From the Foundation's perspective, environmental framework 
agreements are particularly beneficial because they clearly link 
sustainable development and environmentally sound policies. It is 
my hope that environmental framework agreements may be con- 
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eluded with other qualifying countries in Latin America and the 
Caribbean. 

I firmly believe that b^ supporting President Bush's Enterprise 
for the Americas Initiative and programs like those proposed in 
H.R. 4059, we can help create the conditionB necessary to int^rate 
economic develo{mient with measures that preserve the environ- 
ment. 

In recent years, the Inter-American Foundation has substantial^ 
increased its support for initiatives which integrate development 
with environmental awareness and protection. I can cite to you nu- 
merous successful projects, but to save the committee's valuable 
time, I have supplied an example in my formal statement for the 



Regarding the Good Neighbor Environmental Fund for Mexico 
proposed in H.R. 4059, 1 applaud the chairman's efforts to focus in- 
creased attention and resources on the very serious environmental 
problems along the United State-Mexico border, my lifelong home. 
This is especially important because pollution, toxic waste, and a 
host of other environmental problems do not recoginze borders. 

Likewise, we must ncogiaxe that short-term proiits achieved at 
the expense of environmental degradation and destruction is a 
calamitous course to pursue. Therefore, environmental awareness 
and particularly enforcement on both sides of the United States- 
Mexico border must be essential components of the growing economic 
ties between our Nations. 

The Good Neighbor Environmental Fund for the border has the 
potential to become a catalyst for majoT environmental initiatives 
that address the needs of our border communities. However, the 
fund must be well managed and clearly focused to succeed. In tiiis 
re^ud, one of the BAI's great strengths is the serious oversight 
wUch it requires of local environmental funds. Such safeguards are 
of paramount importance to ensure that the financial resources 
dedicated to these programs are used in the manner intended by 
the legislation. 

For tills reason, I encourage you to work closely with the admin- 
istration to apply ihe KAI's environmental principles to the Good 
Neif^ibor Environmental Fund for the border. 

Likewise, Mr. Chairman, there must be a clear criteria setting 
forth the structure and management of the Good Neighbor Envi- 
ronmental Fund for the border. I would suggest that criteria simi- 
lar to those developed for the EAI environmental framework agree- 
ments be employed in managing this fund. The fund should be 
overseen by a broad-based board of directors composed of represent- 
atives from the Mexican Government and environmental sectors 
and, most importantly, representatives from Mexican communities 
that are directly affected by the environmental problems along the 
United State-Mexico border. 

I strongly recommend, Mr. Chairman, that a U.S. Government 
repreaentonve knowledgeable about border matters serve as a 
board m«nber of the Good Neighbor Environmental Fund Cor the 
border. This will ensure that our Government's voice is heard on 
ttiese important issues. For as I have already stated, pollution, 
toxic waste, and environmental degradation do not recognize bor- 
ders. And, indeed, Mr. Chairman, already exist to an alarming 
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degree along the United State-Mexican border. These are our 
common problems, and they demand common solutions. 

Mr. Chairman, I am heartened by your efforts and those of the 
administration to address these pressing problems. I also believe 
that the Inter-American Foundation's approach to development can 
serve as a model for projects funded tiirough the Good Neighbor 
Environmental Fund for the border. This means supporting sus- 
tainable development focused on community needs, aspirations, 
and values which encourage civic responsibility and self-help. 

Thank you, Mr. Chairman, for this opportunity to appear before 
this distinguished committee. I would be happy to answer your 
questions or any of those of your colleagues. 

Thank you, sir. 

{The prepared statement of Mr. Yturria appears at the conclu- 
sion of Uie hearing.] 

The Chairman. Thank you very much, we appreciate your testi- 
mony and certainly appreciate your beii^ here. 

And now, your Excellencies, we have a problem. I think you and 
I have te be in the joint session. Your full stetemente will appear 
in the record as if delivered. And now, if we could have a word 
from Ambassador Bemal and Ambassador Salaverria, and then 
from our distinguished representative, Mr. Einaudi. 

If we leave here at 10:45 a.m., I think we will make our commit- 
ment. The other two witnesses, I apologize profoundly, but, as I 
stated, we didn't know we would have this problem at the time. I 
will be happy to reconvene at 1:80 p.m. and we would continue 
with the hearing at that time. 

Ambassador Bemal. 

STATEMENT OF RICHARD L. BERNAL, AMBASSADOR EXTRAORDI- 
NARY AND PLENIPOTENTIARY EMBASSY OF JAMAICA 

Ambassador Bernal. Thank you, Mr. ChairmEm, I will be as 
brief as possible. 

First of all, let me congratulate you for your leadership on this 
issue and thank you for the opportunity to appesu* here. I viant to 
direct my remarks at the debt relief prop(»als in your bill. 

Latin America and the Caribbean, as you know, experienced 
severe economic difficulties in the 1980's. It was a decade marked 
by tow growth and increasing debt. At the end of that period, the 
r^on emei^ed highly indebted, and this debt is now the principal 
constraint on economic growth in the r^on and trade within the 
hemisphere. 

The Enterprise for the Americas Initiative is a creative resptwae 
to this, and the debt component is a critical linchpin in the three 
componente; the trade liberalization, investment promoti<»i, and 
debt relief. 

I want to suggest that debt relief is beneficial to all the countries 
in the hemisphere. It is beneficial to the debtor country because it 
reduces foreign exchange spent on debt servicing, freeing those re- 
sources to purchase imports from other countries. It is this which 
makes debt relief not a handout but creates financing which is 
good for all countries concerned. 
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Debt relief contributes to the mutual prosperity of both the 
debtor country and the creditor country. In other words, debt relief 
immded hy we United States is not a handout nor a loss of re- 
sources, but merely a recycling of these resources into increased 
import capacity and, therefore, increased exports for the United 
States. 

You will note, Mr. Chairman, that 70 percent of GDP growtli in 
the United State economy in ti\e last couple of years was due to 
export growth, and Latin America and the Caribbean was one of 
the r^ons in which United State's exports has grown most nq;rid- 

ly 

I would suggest, Mr. Chairman, that your bill very correctly di- 
rects its attention to bilateral debt because debt relief initiatives in 
the past have concentrated on commercial bank debt, and it is time 
to focus on bilateral debt. 

There is already in the farm aid bill of 1990 relief for Public Law 
480 deht, and there is proposed funding for USAID debt. You cor- 
rectly point to the Credit Commodity Corporation debt which re- 
quires relief. I commend you for this, because the measures you 
propose will reduce the stock of debt, reduce debt servicing and 
provide funding for the environment, which is interrelated to 
growth and sustained development 

I also commend ^ou for singling out the conditdonalify which 
wcHjld enable countries to be eligible. I think tiiis is useful because 
it is the countries which have imdergone an adjustment p r o ce s s 
which are in the beet position to benefit from the debt relief. 

In closing, I urge this committee and Congress to pass the bill. 
H.R 4059, which was introduced l^ you, for the foUowing reascms: 
One, it provides dtAA relief, which is for the mutual proepOTity of 
both the United States and the region; two, it addressee a ccanpo- 
nent of Inlateral debt, which has prev^nisl^ not been subjected to 
ddtrt rediiction; three, it ensures a commitment of increased re- 
sources to environmental prqiects; four, the conditi<mali^ provided 
is aproopriato to enable countries to benefit from the mot relief; 
and. live, it provides for local currency equivalent funds to be pro- 
vided, and tins is an innovative yroceae. 

In closing, I want to Midorse the pr<qx)8als made by Secretary 
Mulford to allow third parbr inv<dvement in debt swaps. 

Thank you very ff*^c^i Bu. Chairman. 

[The pr^wred stateonent of Ambassador Bemal appears at the 
amclusum of the hearing.] 

The Chaibman. Thank you very much, sir. 

Hie Honorable Miguel A. Salaverria. 

STATEMENT OF MIGUEL A. SALAVERRIA. AMBASSADOR EX- 
TRAORDINARY AND PLENn>OTENTURY, EMBASSY OP EL SAL- 
VADOR 

AmbassadOT Salayissia. Thank you. Mr. Chairman, members of 
the committee and staff. I appreciate this opportunity to share 
with you the views of the Government of El Salvador on H JL 4069. 
We believe that it is an extrnnely important and necessary piece of 
legislatitm. Like the Enterprise for the Americas Initiative, we sup- 
port it fiilly. 
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This proposed legidlation would have the dual benefit of reducing 
El Sfilvador's official bilateral debt and establishing a fund to make 
needed environmental improvements in our country. As you may 
know, El Salvador has a large official bilateral debt of $1.2 billion. 
Approximately 80 percent of it is with the United States of Amer- 
ica. It is very burdensome in a country in dire need of hard curren- 
cy. 

It is also a significant debt because it represents 16 percent of 
our gross domestic product and almost two times our 1991 exports. 

H.R. 4059 would permit El Salvador to reduce some of its debt 
incurred through the Commodity Credit Corporation, improve its 
b^ance of payments position and become a more creditworthy 
country^ H.R. 4059 would reduce the $20,300,000 debt rescheduled 
at the Paris Club. 

I will skip the rest of my statement and ask you to put it in the 
record. I will just end with the following: 

I would like to take this opportunity to express my Government's 
support for the Enterprise of the Americas Mtiauve. The initia- 
tive s encouragement of trade and investment and provision for re- 
ducing indebtedness have pceitive implications for free trade and 
goodwill throughout the hemisphere, 

In summary, Mr. Chairman, we wholeheartedly support the bill 
as an important United States program that will have a beneficial 
effect on El Salvador's economy, the peace process, the ptist-war na- 
tional reconstruction effort, and the Salvadoran Government's eii- 
vironmental imiffovement program. 

We congratulate this' distinguished committee for its interest in 
and support of this area of endeavor. We thank you for giving us 
the occasion to express our thoughts on this important subject Etnd 
hope that you will give favorable considei^tion to our views in your 
deliberation on this proposed legislation. 

Thank you very much. 

[The prepEu^ statement of Ambassador Salaverria appears at 
the conclusion of the hearing.] 

- The Chairman. Thank you very much to both of yoy. We appre- 
ciate very much your being here. 

With the permissitm of Ambassador E^inaudi and Ambassador Sa- 
laverria, and Frank, you may, at your discretion, leave to fulfill 
other commitments at this time. We appreciate your being here 
and we will continue the hearing with the other witnesses. But the 
Ambassadors, if you have other commitments, we thank you for 
being here and you are at liberty to leave at this time. 

Mr. Einaudi, with due respect to yoii, we will continue with your 
testimony. 

OTATEHENT OF LUIGI R. EINAUDI, AMBASSADOR, PERMANENT 
REPRESENTATIVE OF THE UNITED STATES TO THE OkCANIZA- 
TIQN OF AMERICAN STATES 
AinbassadoT Einaudi. Thank you.. I will be very, very quick, sir, 

because, though, wi^ some delay, you do have my written ^te- 

ment. 
' First, let me thank you personally. You And your initiatives 

prove that bipartisanship is still possible in the national interest 
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Seoomd, let me sapr that the OAS, which is the natural forum ot 
dialog in this hranisphere, has strongly supported the initiative. 
l«st year, let me just read the resolubon, because I think it points 
to som^faing. 

It declared by consensus in the OAS General Assembly that, 
"The initiative, which the countries of Latin America and the Car- 
ibbean, and Canada have welcomed unanimously and with un- 
equivocal political support, as a positive new avproech to trade, in- 
vestmrait, and external debt issues, is destined to become an eqie- 
cially valuable instrument for promoting the region's cominehen- 
sive development and building a framework for equitable, inter- 
American relations on qualitatively renewed bases." 

That is fancy language, sir, but what it basically says is that we 
have been heard fay a continent that is ready to cooperate with us, 
which brings me to my third point 

The baas of cooperation, as Assistant Secretary Aronson pointed 
- out, is vastly strengthened by the democratic revolutian. We see 
the democratic revolution in our neighborhood not just as a matter 
of their interest, but rather as something that will strengthen re- 
gional stability and security and will also help us to promote jcte 
and economic growth at home. 

^le fourth point. That, in fact, though we have been accustomed 
to thinking of this hemisphere as Norui and South, rich and poor, 
Qierelon, often antagonistic, it is important that we realize that it 
is now possible to build in terms of common interests. Again, as 
Mr. ArCHison said, that this is not a zennsum game, but one whnv 
there is the stability that both can benefit. 

And, finally, and this is my final point, that nowhere is the po- 
tential for this increased common interest more evident than in 
the area of trade. We have in this hemisphere, and, therefore, in 
the OAS, Canada, the United States, Mexico, Braal, Argentina, 
m^jor agricultural ezportuig and producing— {Reducing andexport- 
ing countries all; we nave a common interest in an open and ccan- 
petitive world trading system. 

We have set aside mai^ of our differences and expressed this in 
riobal negotdations like the GATT, and, with the leadership of the 
uiird pillar in the administration that could have been here, the 
Office of the U.S. Trade Representative, we have started an intense 
series <^ negotiations witlun the hemi^^ere to try to maximize 
these trading opportunities. 

Within this framework, your efEbrts to ensure legislation that 
will facilitate cooperation and do so in a way that includes provi- 
sions for the protection of the environment has been welcomed fay 
us all. 

Thank you, sir. 

Prhe prepared statement of Ambassador Einaudi appears at the 
conclusion of the hearing.] 

The CHAOUfAN. Thank you very much and thank both of you. 
We af^nwciate your being here. We will continue working with you, 
especially with you Ambassador Bemal and we value your int^est 
and your association with us in this endeavor. 

The next pcmel will be Carlos Quintela, executive director of the 
National Fund for Environment of Bolivia. We are very happy that 
you are here and we appreciate your willingness to testify at our 
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hearing. And Peter JohnBon, ezecntive director of Caribbean/Latin 
American Action. 

- Mr. Quintela, we will be very happy to hear from you. I don't 
know if you prefer to speak in English or Spanish. EiUier way will 
be agre^d)le with us. If you will forgive me for just a second. I 
don't know if they are Btill here or not, but we have a program 
called Presidential Classroom Congressional Leadership that brings 
youBgstera from throughout the country to Weishington. I have 
some from my congressional district who are here today from Wee- 
laco, Texas. Jacqueline Tafolla, Americo Garza, and Salvador 
Rivera and their advisor Michael Smith. We etre very happy to 
have you here. I apologize for not being able to visit with 3rou per^ 
sonally, but you can go home and tell Uie folks that I was working 
and you saw me. Thank you very much. We hope you have a good 
stay here. 
Senor Quintela 

STATEMENT OP CARLOS E. QUINTELA, EXECUTIVE DIRECTOR, 
NATIONAL FUND FOR THE ENVIRONMENT, LAPA2, BOUVIA 

Mr. Quintela. Thank you very much, Mr. Chairman. My name 
is Carlos Quintela, I am ^e executive director of Bolivia's National 
Fund for the Environment. FONAMA, for short, which was cre- 
ated, in December 1990, to raise fmd mane^ funds for environmen- 
tal programs but, most importantly, to help Bolivia organize its in- 
vestment in the environment. 

I thank you very much for the opportunity to come before you 
and the members of this committee to present FONAMA's views 
on debt swaps and debt transactions to generate income for the en- 
vironment. I am particularly pleased for the opportunity to tell you 
about our experiences with the Enterprise for the Americas Initia- 
tive. I would like to summarize my remarks and submit a written 
statement for the record, Mr. Chairman. 

Bolivia is entering the last decade of a century with a strcnig 
commitment to ensure that the environment, and the resources 
contained within, are used sustainably for and by the Bolivians of 
today and conserved for the Bolivians of tomorrow. 

At this early stage in the process, our environmental strat^y 
has been focused on the development and strengthening of the na- 
tional and local capacity to undertake the environmental chal- 
lenges that lie ahead. The Enterprise for the Americas Initiative 
has come at an opportune time to help us consolidate some of these 
actions. By fitting the EAI within the emerging institutional 
framework, the United States is helping consolidate institutions 
and processes that will ensure the successful implementation of a 
Bolivian environmental agenda. 

In August 1991, Bolivia and the United States signed two agree- 
ments that reduced Bolivia's official debt with the United States by 
81.8 percent, from $454,600,000 to $82,700,000. 

The written statement that I submitted has an error that I 
would like to correct if it is possible on this number. I will submit a 
corrected statement. 

The Chairman. Fine. Thank you. 
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Mr. QuiNTELA. The first agreement weis signed under the frame- 
work of the EAI and reduced Bolivia's Public Law 480 debt by 
roughly 80 percent to $7,700,000. The balance of the principal is 
being paid to the United States in dollars, and the interest, for a 
total of $1,800,000 over the next 14 years, is being paid in local cur- 
rency to a specially created account called the Enterprise for the 
Americas Initiative account established in FONAMA. 

The second agreement was technically not part of the ElAI, but 
the Bolivian and United States Governments chose to handle it as 
a related transaction. It reduced all of Bolivia's USAID debt, 
$341,200,000, under section 124(c) of the Foreign Assistance Act of 
1961, and section 572 of the appropriations for foreign operations, 
export financing, and related programs of 1989. 

In return, the Bolivian Government voluntarily committed to de- 
pmit $20 million over the next 10 years into the EAI account at 
FONAMA. The funds generated by these two transactions fire 
beii^ managed imder the guidelines of the Environmental Frame- 
work Agreement signed in November 1991 and will be used to sup- 
port primarily the environmental activities of nongovernment oi^a- 
nizations and academic and scientific institutions. 

Like all FONAMA Eiccounts, the EAI account will be managed by 
an administrative council, which, in this case, will have a m^ority 
representation from NGO's, nongovernmental orgEinizations, and 
academic institutions. It will be composed of two representatives of 
the Bolivian Government and one from the U.S. Grovemment and 
four members of environmental NGO's, development NGO's, com- 
munity-based oi^anizations, and academic and scientific institu- 
tions. 

Once the eidministrative council is established it will be the prin- 
cipal body responsible for approving grants and overseeing the im- 
plementation of the projects and pn^ams funded. FONAMA will 
act as executive secretary of the EAI account and will be responsi- 
ble for aU the administrative aspects of the operation of the EAI 
account, the implementation of the projects, and the environmental 
framework agreement. 

One of the mechanisms that FONAMA will use to obtain fluids is 
the commercial debt reduction program of the Bolivian Govern- 
ment. Under this program, creditors have two options: They can 
sell their debt titles to the Central Bank of Bolivia at the n^otiat- 
ed price of 16 cents on the dollar, or they can fiind debt swaps for 
environmental, social and/ or cultural pn^ams in Bolivia and gen- 
erate, in addition to the 16 cents on the dollar, a premium of 8 
cents, a 50-percent increase over the price paid by the Central 
Bank. 

Under the direct bu^back option, the first option mentioned 
before, the creditor institutions are under no obligation to keep the 
Amds in Bolivia. The payment for the titles is made in dollars and 
the creditors can take the funds out of the country in whatever 
currency they please. But under the debt swap option, the creditor 
bank either sells or donates the debt to an environmental, social, 
or cultural on:anization. 

And if the funds that are generated from the transaction are to 
support environmental activities, this oiganization doing the swap 
must submit a proposal to FONAMA outlining how the funds wiO 
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be used. FONAMA thea evaluates the proposal based on the objec- 
tives and policies of the National Secretariat of the Environment, 
and the transaction proceeds as was described previously. 

The bill presented by you, Mr. Chairman, deals with the Credit 
Commodity Corporation debts of which Bolivia has none outstand' 
ing, however, we do have other outstanding debt obligations with 
the United States that we would like to see reduced using the 
model like the one you are proposing in the bUl, or the commercial 
debt reduction program being used in Bolivia currently. 

Having FONAMA and the Enterprise for the Americas Initiative 
account structure edready in place, it would be very straightfor- 
ward for the funds generated through debt swap transactions in- 
volving nonconcessional official debts with the United States to be 
directed to environmental programs implemented by Bolivian pri- 
vate and public institutions. 

I would like to finish, if I may, Mr. Chairman, with three con- 
crete suggestions: First, keep the transactions simple. The devil 
hides in the nooks and crannies of unnecessary complexities and 
clutter. 

Second, use existing institutions and mechanisms. As Is often the 
case, the most stable institutions are the result of compromise and 
consensus retiched by all those involved and by a track record of 
successful performance in the field. The best contribution one can 
make are not just clean rivers or established protected areas, but 
the sound institutional Iramework that will keep the rivers clean 
and that will keep protected areas performing their intended fanc- 
tion. 

Finally, Mr. Chairman, keep it focused. Keep the programs well 
directod. In general, the avaUable resources are not sufficient to 
address all the environmental and sustainable development needs 
of even the smallest developing Nations. These problems are com- 
plex and require significant investment on the part of nationsil gov- 
ernments and coo^ration agencies. It is best to focus investment 
in a few key institutions and programs and achieve meaningfid 
progress, than to spread the resources thinly and not accompUsh 
concrete results. 

Thank you, Mr. Chairman, for the opportunity to address you 
and the members of this committee. 

[The prepared statement of Mr. Quintela appears at the conclu- 
sion of the hearing.] 

The Chairman. Thank you very much, and we thank you for 
your contribution and your excellent suggestions with which I 
concur. 

I have 8£iid that we would return at 1:30 p.m. I have been in- 
formed that Mr. Johnson left when I mentioned 1:30 p.m. but that 
he will submit a statement for the record. 

[The prepared statement of Mr. Johnson appears at the conclu- 
sion of the nearingj 

The Chairman. That would conclude the testimony for today and we 
will declare the committee adjourned subject to the call of the Chair, 
'niank you very much. 

[Whereupon, at 11 a.m., the committee was adjourned, to recon- 
vene, subjject to the call of the Chair.] 

[Material submitted for inclusion in the record follows:] 
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SMiator Richard G. Lngar ( S- Indiana ) 



H.R. 4059 
Bona* Agricultural CooHittea 

Juna 17, 1992 

niank yon Mr. Chairman. I welcoae thin opportunity to offer 
Ky thoughts about H.R. 4059 which yon have introduced and to 
reiterate soms of the reaaona for ny atrong support of the 
Bnterpriae tor the Anerlcaa Initiative <SAI). 

Bnterprlae for the toiericag Initiative (BAI) 

Hhen Prealdent Bush annovinced the Bnterpriae for the 
AMericas Initiative In Juna 1990, he presented a coherent policy 
franework for Ivproved relations and greater prosperity for all 
nations in the Heatern Hemisphere. 

nia relatively scant attention to the President's BU 
proposal Bay be explained by the diversion of interest in world 
affaire to Hore visible and dramatic changes in Bastem Burope 
and the former Soviet Union. It nuy also be traceable to the 
fact that the KAI was not pressed by an Iwiwdlate crisis or a 
cataclysmic event irtilch would have generated greater Interest. 
In fact. President Bush waa under no great pressure domestically 
or internationally to make a major policy pronouncement on Latin 
tawrica in June 1990. Recently, much has been made of the word 
'vision" in discussing policy matters] the BAI is one instance 
idiere creative vision was clearly evident in policy making. 
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The EAI ia the right policy fraoework for the Americas 
because it represents enlightened self-intscest. The benefits to 
be derived from successful enactment of the EAI are reciprocal, 
substantial, long-term, and readily Icnowable. There are more 
than 450 million people living in Latin America and the 
Caribbean. The combined gross dcmestic product of the region 
will reach a trillion dollars in a few years, and total trade 
with the world is close to $250 billion. Add to this the United 
States and Canada, and you have the world's largest market area. 

The United States exports to our southern neighbors have 
more than doubled in the past five years and will continue to 
expand at a rapid pace in the years ahead. Last year alone, U.S. 
sales to Mexico increased by about 1B% and our sales to South 
America rose by nearly 20%. The growth of exports headed South 
has created hundreds of thousands of jobs in our country. The 
export and investment growth potential would be enhanced 
substantially with passage of the EAI. This potential can be 
realized only if these economies continue to grow and prosper. 
Such progress is possible if there are market -based reforms, 
increased capital availability, access to modern technologies, 
and a reduction of the heavy debt burden in these countries. 

The changes sweeping Latin America in ]ust the past few 
years are as significant as any in the world today. The EAI will 
enhance the prospects that the embryonic democratic and market- 
based reforms that have occurred in the region will be 
successful. The challenges to stable democracy and steady 
economic growth that we have witnessed recently in Venezuela and 
Peru stem, in large part, from economic frustrations and 
political uncertainties. Hore years of slow growth or stagnation 
in these and other countries undergoing transition to open 
political and economic systems will spawn instability and 
turmoil. The United States cannot be immunized from these 
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rttglonal InBtabllitiesj uraublas In our naighborhood invariably 
bacoaw our own troublea . 

I always have belioved that ttw EAI ie aaong ths aoat 
significant policy BtatMMnta on Latin Anerica avar Bnunciat«d by 
an hnsrican President. It ia hard to overstate the iaportanca of 
the entarprisa legislation for the Nestem HaKisphera. The near 
oniverBal endorseetent and enthnsiastic response by leaders 
throughout Latin Aaarica attests to the receptivity of the 
President's policy stBteaent. Mo U.S. initiative in the JUMTlcas 
has received as auch acclal* anong potential participants since 
President Kennedy pronounced the Alliance for Progress soen 
thirty years ago. in a recent Hashington Post article, for 
•xai^le, Henry Kissinger stated that the EKI 'represents the nost 
innovative United States policy toward Latin AsMrica In this 
century.' Similar coaMants cat) b« gleaned fro* Corelgn policy 
analysts, econcBd.stE and practitioners in the united States, 
IiStin AMerica and in international organisations. ' As aany have 
noted, the BAI abandons the practice of unilaterlisa in 
hoaisidieric aattera and seeks reciprocal obligations and 
cooperative actions for isutnaL gain. 

Having said all this, it Is aurprislnf and disappointing 
that the bulk of the initiative still awaits full Congressional 
authorisation and anactaent. 

Mr. ChaixMOR, the EAI is composed of three vajor goalat (1> 
a he«is^«ric free trade sone; (2) capital flcMs ahd InvastMent 
promotion through the aechanlsa of the Inter-ABerican Developse n t 
Bank (IN); and (3) official bilateral debt relief that is 
coupled with a special ei^hasis on anviTonaantal protection 
through local currency conversion and grass roots participation 
within eligible countries. 
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Clttarly, th«ra haa b«en algnlficant: progr*aa toward th« goal 
of crsatlng a fr«« trad« arsa throughout th« Haat*m HaaUa^Mr*. 
The FTA agr««Bent with Canada, negotlatlona leading to a North 
American Free Trade Agreement (NAFTA) with Canada and Mexico, and 
■oon-to-b«gin talks with Chile on a free tr«de agraawent are each 
significant mileatonea in reaching thia goal. Hithln Latlit 
A>ecica, the MERCOSOR countries in the aouthem cone are moring 
to eliminate trade barrlera, the Central Aaeriean coimtriea have 
agreed to reduce trade reatrlctlons, and Chile haa already 
completed a bilateral FTA with Mexico. All thia la taking place 
while worldwide protectionist aentlinent haa grown More 
pronounced . 

The Inveatment coeponent of the EAI centers on the creation 
of the Kultllateral Investment Fund, or MIF, administered by the 
Inter-American Development Bank. Its purpose iB to atinulate 
economic reform, remove obatacles to new Investnenta , advance - 
]ob retraining, and provide a source of new capital, credit end 
equity financing for snail businesses. Though the snonnt in 
question is comparatively small {a U.S. conmltment of $100 
million a year for five years and another $1 billion from^other 
contributors for a total global commitment of $1.5 billion) vrtien 
coupled with equal funding allocations from Europe and Japan, it 
could help make a significant difference, especially in amallerf' 
hard-pressed countries . 

The third area, bilateral debt relief, seeks to reduce a 
portion of the $12 billion in U.S. government debt holdings in 
Latin America. This official bilateral debt Is a small fraction 
of the $420 billion total debt burden of I^tin America. 
Nonetheless, authorization for this debt relief could bring reel 
benefits to those countries with obligations stemming from past 
borrowing in our various official assistance programs. In 
addition to easing repayment temiB, some countries benefit by 
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iMproving thair wctamBl acconnta and cradit-worchinaaa in tha 
ays* of intantatlonal financial inatltutlona. Hopafully, euccaea 
will prtMQit other cradltoc aatitma In Europa and Japan to vatch 
ottx propoaala and incraaaa the aaounta of official dabt availabla 
fox xallaf. EatljBBtaa of thla total Official debt run close to 
SSO billion. 

Congraas haa enactad only a portion of tha Praeidant'a 
propoaal tor bilateral dabt reliat. In 1990, tha Congxasa 
anthoxitad dabt relief on thoae obligations axiaing fxon FIi-480, 
the Food fox Peace loana In the Kara bill, but no additional 
authoxisationa fox AID loana, Kxport-I^poxt Bank and CcMaodity 
Cxadit Coxpoxation asaats have bean enacted. Last yaax, wa ca»e 
close. Tha FT 92-93 Foxeign Aaslatonca Authoxlxatlon bill 
contained a sapaxata Bntexprise for the Juexicas Title (Title 8) 
tdtich, if enacted, would have authorised coapaxable debt xelief 
provisions fox AID loans. Tha aid authorisation bill passed the 
Senate on two different occasions and the House once before being 
voted down last Fall. Regrettably, the bill waa never enacted. 

Deapite dlaappointMenta in iKple«enting the KAI, we cannot 
give up on effoxta to aecuxe enactaant. I believe Many ■awbars 
share thia view. For thla reason, I will anon introduce a 
separate bill in the Senate which ia virtually identical to the 
Enterprise for the Jtaserlcas Title In the Foreign Aasiatance 
Authorisation bill, taong the provlelons in the bill, it would 
authorise buying down the principal on outstanding AID debt, with 
payaents of additional intexeat payaents on the regaining d^t 
Made available through local currency accounts for envixonaental 
protection, child aurvival and certain other puxpoaea. It will 
confora to the cc^iproalse struck last year in the House-Senate 
conference on the aid bill. I would retain that cu^roaise. I 
understand there ia a coiqianion bill here in the House. 
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In tttla r*g«£d( I *■ gratifiad to l«am that aut^orttra of 
-the RAI will be asslstad by the foination of a aaw 'ABericana £pr 
the Ai«erlcaa Coalition' that will actively wock at the grass 
xoots level to drun-ap support for the initiative. The coalition 
will be headed by fonaer Senator Howacd Baker and it Is a welccnae 
addition to efforts to kick-Btart the final round of our 
deliberations leading to enactment of the BAI . 



Mr. Chairman, your bill, H.R. 40S9, is an iaportant addition 
to the efforts to reduce the onerous bilateral debt burden in 
I^tln America. H.R. 4059 offers strong and positive solutions to 
problems lAich both the United States and the other participating 
countries have common interest in solving. At its heart la an 
authorisation for the President to sell a portion of debt owed to 
the U.S. Government by these countries tc the Comnodity Credit 
Corporation In return for their commitment to support projects 
which improve the environment. 

An excellent article in the HSH-JCaikJCifflea on May a, 1992 
reported that developing nations and non-industrialized countriee 
increased their imports of American products by 15 percent last 
year. During the first two months of this year, more than one 
third of American exports — the highest rate since 1982 — went 
to.nonindustrlaliied countriee. Mexico, which has some highly 
llidustrlalized sectors, and Latin AMerica are particularly 
important growth markets . 

Clearly, an improvement In the debt situations of these 
nations and their internal econonlc refcr.is have helped their 
ability to buy our goods. The New York Tiises article reports 
that these additional exports accounted directly or indirectly 
for up to 400,000 jobs in the United States. 



,y Google 



I believe, Mr. Chairman, that modest programs of debt 
reduction can yield benefits many times their size in healthy 
economies that will b« good (:ash markets . £01; American farms and 
Anerican factories . 

The other great commofi IncereBt which this bill addresses is 
the requironent that participants commit local currency funding 
to environmental projects. -This ia a practical way to get on 
with. tackling th« issues raised at the Rio sunodt and to support 
those countries wAich have a genuine desire to solve 
environmetntal problems but are short on resources to do so. I 
believe it would also boost efforts by Hexlco and the United 
States to work on environmental problems along the border; an 
oblectlve which is critical to the North -American Pree Trade 
negotiations . ' - 

While the authority for the activities under the bill ia 
granted to the Administration, the participation o£ Congress is 
assured through appropriations and notification requirements and 
reporting provision's . 

In closing, Hr. Chairman, I would like Co say for the 
benefit of the Administration representatives that you and I have 
worked together successfully for many years now on issues of the 
type addressed by this bill and on a large number of difficult 
and complicated agricultural bills. From that experience, I know 
that this bill represents your dedication to improving the lives 
of farmers and workers in this country and farmers and workers in 
neighboring countries. I share that dedication with you. I 
coiEiend you and your colleagues for holding this hearing and for 
proposing- this legislation. 

Thank you very much. 
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DAVID C. HULFORD 

DMDEIt SBCRBTARY OP THE TREASOSX 

FOR IHTSIUUI'tONAL AFFURS 

BEFORE THE 

COnaTTEB OM ACRICULTORE 

U.S. B005S OF K£t>It£sKirtAtIVKS 

Jun 17, 1993 

Kr. OtMirmma, Itaabwrs of th* rcBliiiii 

I «ppr*clatB this opportunity to discus* what I conaldar tha 
■OBti laportant U.S. foralgn aconmlc policy Initiatlv* for tJila 
hmilsphara vine* Horld War II. Tha Entarprlaa for tha kBarlcaa 
Inltlatlva offara a joint partnarahlp for all of tba countrlaa of 
-thla haalaphara to Bova toward op«n trada, to atlaulata Incraaaad 
invastBant, and to raduca tha dabt ovarbang which haa atiClad 
growtti In Many of tba aaallar naClona. 

Tha Inltlatlva offara aajor aconoaio bwiafits for all of owe 
countrlaa. Moraovar It baa halpsd to giva naw BOMantuB to 
AoonoBlc ratora atCorts and haa aat a naw ton* for oooparatlv* 
rolatloiw in tba raglon. 

Tbla COBBlttaa was InstruBantal in gatting tha EU atartad 
two yMTB ago. Tha 1990 Fara Bill Includad ona of ita kay 
•laaanta — authorieatlon for tha raductlon of 7L-480 dabt for 
raforaing countrlaa in tha region — and ratlactad a oo^aon 
intaraat. In ganarating graaa roots support for tha anvlronant, 
aa wall. Thraa countrlaa (chila, Bolivia, and Jaaaica) bav* 
already racaivad tha banaflt* of this laglalatlon. 

Mr. Cbalnun, wa appraciata your introduction of additional 
laglalatlon laat fall to authorlia tba aala of A portion Of CCC 
aaaata undar tba >U, which 1 will dlscuaa furthar in a Boaant. 
I hops that thla Coaalttaa will also oftar strong ancouragaBant 
for appropriations action In tha FY 1993 budgat to paralt furthar 
ii^lasantatlon of tha PL-48D dabt co^onant. 

Tha Inltlatlva itaalf, aa you knew, goaa wall bayond Ita 
dabt coBponant Ita invaatiMnt and trad* •laaanta ara balng 
aotivaty lapiawantad aa wall. 

Haxt wbak Sacratary Brady la boating a aajor confaranca 
with aavaral kay Latin and Caribtaaan financa alnlatara. Tha 
confaranca will undaracora tha draBatlc changea undarvay within 
thia haalepbara — a strong coHHitBSnt to aarkat -or 1 anted 
•cetmBic raf oraa and sore liberal inveatBant and trade raglnaa 
whidi ia apraadlng like wildfire throu^ the region. 
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Ii«t'B look at what Is bapp«ning. 

O CountrioB throughout tha ragion are actlvsly 

implementing IMF and Horld Bank macroacoiumic and 
structural raton prograaa. 

o Kegional integration ia accalaratlng a>ong tha Southaxn 
Cone, Andean Pact, cantral Amarican Common Harkat, and 
Caribbean nations ai>lng toward ragional fraa trada, 
even as we pursue negotiations on a Horth Aaarican Fra* 

Trade Agreement. 

.o . Important changes are taking place in investmant 

regimes throughout the region. Pour countries liava 
adopted significant investment reforms in conjunction 
with tha IDB Investment Sector Lending PrograMi and 10 
others currently have negotiations underway. Savaral 
countries are also moving to discuss bilateral 
investment treaties with the United States. 

. o Privatization has become a major program in several 

countries, helping to cut subsidies and budget deClcita 
while raising revenues and creating more cou^etitlve 
business environments. Since 198B, Mexican 
privatizations have produced nearly $20 billion in 
revenues. Argentina has used large seal* 

.. , privatizations to reduce its stock of external debt by 

. $7 billion, with more in the works. And Brazil has 

privatized 4 key industries, with 23 additional 

companies scheduled for privatiiation this year, 

O The Brady Plan has helped facilitate debt reduction 

agreements with commercial banks for 7 countries in t)W 
region, turning the corner on tha debt problem for 
Latin America as a whole. In addition to tha recant 
agreement with Argentina, negotiations with Brazil ara - 
also progressing toward a comprehensive agreement. 

o.~ For our part, tha United States has already treated 

one-fourth of tha concessional debt of the region 
through EAI debt reduction and legislated programs for 
the poorest countries. These actions will provide 
special benefits Cor the poorer countries with large 
;; ■ bilateral debt. 

o The mechanisms ore baing put in plaoa, in aocordanc* 

with the 1990 Para Bill provisions, to fund qrass roots. 
environmental projects In countrias that hava 
benefitted from raduction of thalr U.S. bilataral debt. 
Some S33 million in anvironBanMl funds will ba 
ganaratad from actions., to data. ., 
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o An «gr*wMiit MtabliBhlng « $1.3 billion Multil«t«ral 
InveatMnt Fund has b««n aignad, and one* th« U.S. 
Congraaa acta, tha KIF will ba ready to opan tor 
buainaaa to support Invaataant, aapacially in tba 
amallar eourtriaa In tha raglon. 

Raaulta of Rafom; Wovlrn;:; Toward Eeonoaie Racovarv 

Thla dadlcation to stablllzBtion, libaraliiation, and 
privatization, and tha raatructuring of axtarnal dabt hava halpad 
pava tha way to aconoaic racovary. Tha locoaottva of rafom haa 
claarly laft tha atatlon and la travalin? throughout Latin 
kaarioa. Lat ■• brlafly highlight so** of tha ranarkabla raculta 
et tbasa affortai 

e Thara haa baan a draaatio incraaaa in growth rataa, (Mrking 
an and to tha "lost dacada" of tha IMOa. Raal OOP graw by 
3% in tba ration in 1991 and par capita GDP ineraaaad by 1%, 
aarklng tha first tlaa in four yaara that CDP growth 
axeaadad population -growth. Argantina haa )aovad froB 
nagativa grovth of -4.5% in 19S9 to poaitiva growth of 5t in 
1991. Kaxlco la also axparianoing 4% growth,' Chila naarly 
<%, and Vanasuala 9%. 

o Inflation ia baing brought ondar control. Maxico Banagad to 
raduoa inflation by ona-third in IMI to laaa than 19%. 
Argantina' a inflation rata haa droppad fr«« 4,900% In 1989 
to as% in tha aoat racant twalva Bontli parlcd anding in 
April. 

CoBvltaant to rafors and ii^rovad aconaaic conditions hava 
catalyiad draaatlc changaa in capital flows, privata capital 
flows to Latin Avarica incraaaad to aora than $40 billion during 
1991, up sharply fro* 013 billion in 1940 and $5 billion in 19S9. 
Not wily ara tha nuMbara inpraasiva, but aora than half of tha 
flows in 1991 was in tha tors of aqulty. Including forai^n diract 
invaataant, pro c sa d s froa privatiiatlona, and Intarnatlonal stock 
effsrings by Latin AMarican flra«. Thaaa aquity inflows, unlika 
tha dabt financings pravalant in tba 19%0a, now contributa to tha 
rsgion's growing capital basa. 

In addition, Argantina, Maxice, Oiila and Brasil wara unng 
tha world's top parforaing aaarging agility varkats during tha 
paat yaar. Invaators in Latin Aaarica'a stock aarkata, basad on 
tha Intarnatlonal Pinanca Corporation Indan, hava baan wall 
rawardad, raalliing « spactacular snnukl U.S. dollar total ratura 
of 134% in 1991. 

Ibasa ara just a taw of tba iapraaaiva raaulta apparant in 
1991. Togathar, dabt raduotion and aconcaio and invastaant 
raforaa bava producad gaina that would hava baan uniaaginabls 



„GoogIe 



just a taw short years «ga. 
in forging a partnarahip to 
Kaarics and ttaa Caribbwan. 

EUj &.Yi.aion af..ilsniJ.aBhgi:ifi.i3cotfth 

That la why tha Enterprise for the Amaricaa Inltiatlva la 
not only a critical endeavor for our ralationa with Latin Anarlca 
and tha Caribbaan, but also a tinely vantura for tha growth of 
our own aconoay. Ha hava auoh to gain tram th* BAI. 

Growth of tha aconoHiaa to our aouth tranalatea into growth 
for tha U.S. Latin Aiasrlca and tha Caribbean represent the 
Castast growing regional market for U.S. axporta. indeed, U.S. 
•xporta to the region havn doubled since 19S6 — to $G2 billion. 
In thia market, the United States still holds a predominant 
■arkat share, greater than that of Japan or the EC, accounting 
for 57% of the region's iaports from industrialized countries. 
In fact, 1 in avary 7 dollars of U S. exports la nOw destined for 
tha ragion. As wa all know exports mean jobs - Conunerce 
Dapartaant aatlmates that for every SI billion incraasa in 0.8 
axporta, 10,000 axport -related jobs are ganeratad. 

This ia not just good news for a tew U.S. states that border 
the region. Tha Commerce Departnent conducted a stBta-B»y-state 
rsviaw of exports to the region, its key finding: 43 states, 
including all but 3 of the 28 states represented on this 
Comnittee, and the District of Columbia reallted an average 
increase of 69 percent in exports froe i96i to 1990. Border 
states like Texas and California, a« well as others like Morth 
Carolina and Georgia exceeded this average with record-breaking 
increases in exports to Latin America and tha Caribbean. For 
•xaspla, Texas, the largest U.S. state exporter to the region, 
recorded an increase of S3* over this 3 year period or an 
increase of S7.7 billion dollars. Exports from California went 
up nearly 78* or $3.5 billion; fron Georgia 7SI or over Ssoo 
■illlon, and from North Carolina G9t or almost $317 sillion. 
Tbaaa numbers underscore the United States growing stake in the 
success of reform and growth in Latin knarlca and the Caribbean. 

Hr. Chairman, this region repreaants an important sarket for 

our agricultural exports as well. Latin American and Caribbean 
countries have been among the fastsst growing export markets for 
U.S. agricultural products. In fnct, from 1987 to 1991, U.S. 
agricultural exports to Mexico increased by 25% and to Central 
Avarica by 13t. Latin America and the Caribbean represent a $4.6 
billion market for U.S. agricultural goods, accounting for 1 In 
•very S dollars of U.S. agricultural exports in 1991. 

Mith tha support of congress, the EAI can make a significant 
contribution to the aconoDlc wall-balng of the people of this 
bMiiaphere, both north and south. If we are granted our full 
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Appropriations request, the Ad>inl*tratior. anticipataa 
luidartaklng debt reduction for as aany aa tan countries in FY 
1993, including action on the P.L..4aO debt ol (our countries: Bl 
Salvador, Coata Rica, Paraguay and Uruguay. Through F.L. 480 and 
AID action, total bilateral debt to creditor governnents would Im 
reduced by a third tor Costa Rica, and by a striking two thirds 
Cor El Salvador. 

I.eaialation for Sale of CCC Asseta undar EAI 

n* introduction Of your bill, Mr. Oialrman, Is a waleoBM 
addition to EAI legislation atill pending in other Coavittses. 
He strongly support the proposal in your bill for direct buy- 
backs of a portion of CCC debt by countries which meet tbe EAI 
eligibility criteria for debt reduction. He endorae the 
environmental cooponsnt of the legislation which requires that 
debtor countrlea' participation in the CCC buyback program be 
contingent on their contribution of local currency to local 
environmental funds, as you are avare, we have consistently 
advocated a commitment to the environment under the EAI, and ■• 
are proud of our succasa in establishing environmental funds in 
Jamaica, Bolivia and Chile Vour buyback concept provides an 
Innovative mechanisB for reducing the CCC debt burdens of Lstin 
American and Caribbean countries while also dedicating res< 
to the Improvement of the environment in eligible countriei 

However, I would urge you also to Include within your 
legislation authorisation to sell a portion of CCC obllgationa to 
facilitate debt/equity, debt-for-natura, and debt -for -development 
swaps, as proposed by the Administration. Direct debt buybacka 
can work well for countries with autflcient resources to fund the 
buyback. This would be true for Hexioo, but not for Jaaaica, 
Panama, or the Dominican ttepubllc. 

The 'Bale' or cancellation of CCC dsbt in support □£ deBat 
swaps permits third parties to bring their reaources to bear to 
acco^llsh debt reduction. All parties gain in the process: the 
debtor'B external obligationa are reduced; the third party 
Investor or environmental organization leverages its resources to 
obtain Increased local currency for its projects; and the U.S. 
Government receives a dollar payaent for the full market value of 
debt sold — rather than the risk of further reachadulinga . 

Debt swaps have been a crucial instrument In the aarket for 
converting value-inpalred conMercial bank debt, whidi countries 
have not bean able to service on time, into local currency 
obligations which support new production or environmental 
projecta. They have served as a pioneer for increased foreign 
Investment in the region, and have been particularly auccaastul 
in facilitating privatizatlona and joint ventures. U.S. firms 
have been active participants in this process. 
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H* also continu* to >•« aignlflcant activity in d«bt-for- 
natura swaps through the secondary nark«t. Hithin tha past 
■iMith, Brazil approved its first debt-for-natura swap, which will 
qanerata S2.2 villion in local currency bonds for the 
•nviroraent. A Bolivian swap will produca S2.8 Billion in local 
currency funds for tha environaent. Thase are useful 
TTinnI nun — proven within the sarket — and should not be 
ovarloolced when considering the sale of CCC assets under the GU. 

I would suggest, Hr. CbainMn, that we could laple»ant 
authority to undertake both direct buybacks and sales or 
cancellations of debt to facllitata swaps in tha following 
■anner: Governvents would be given an option to exercise a 
direct buyback within s given tiae period. If that period 
expires and the option isn't exercised, or the governeent 
Indicates at the outset that it does not have the resources to 
purchase the debt, the debt would be nade available to support 
third party swaps. I belleva this approach would serve our 
CQBBOn objectives and enable a aeaningful prograii to be 
i^lemented. 

I would also suggest that the envlronaantal funds generated 
la connection with any direct buybacks of CCC debt be deposited 
in Enterprise for the Anarlcas environaental funds and be subject 
to the saae supervision and local commission decisions 
established in tha 1990 Fara Bill. This would facilitate 
adalnlstratlon of these funds. 

Conelualon 

I would conclude ay remarks today by noting that this August 
will aark th« ten year anniversary of the onset of the Mexican 
debt probleaa, lAlch awakened us to ths magnitude of financial 
difficulties in Latin Anerlca and the Caribbean and marked tha 
beginning of tha debt crisis. I am pleased to report that 
following a difficult decade, the region has emerged from crisis. 
Severel countries with heavy commercial bank debt are now 
returning to tha market and attracting Inflows of naadad capital. 
Tb» Bntarprisa for the Americas initiative offers sieilar hope 
fox smaller countries within the region to join their larger 
neighbors in attracting capital and aoving toward economic growth 
end a higher standard of living for their citizens. I urge your 
continued support for this historic endeavor. 
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statement of Bernard Aronson 
: Secretary of State foe Intec-Ainerican Affairs 
to the House Agriculture Committee 

June 17, 1992 



Mr. Chairman, Members of the Committee: 

Thank you Cor this opportunity to join you for a 
discussion of the Enterprise for the Americas Initiative. 

Hr. Chairman, we in the Administration appreciate the 
invaluable support you have given this initiative at crucial 
times in the legislative process. We also appreciate your 
effort to advance the process of debt reduction through your 
legislation, H.R. 4059, and I join Undersecretary Hulford in 
encouraging you to include authority for third party sales to 
facilitate debt swaps as part of your legislation. 

Hhat is at stake in the Enterprise for the Americas 
Initiative Is maintaining momentum in one of the best 
performing areas of the U.S. economy today. 

The U.S. Eanort Bnom 

U.S. exports to Latin America and the Caribbean have 
doubled in the past five years, from $31 billion in 1987 to $62 
billion last year. That created about 620,000 new jobs in the 
U.S. It has also nearly wiped out a trade deficit uith that 
region that stood at about $11 billion in 1987. 
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. Your state of Texas is in the lead, Mr. Chairnan, but 
this new export business is building in all states, and 
reaching all the important sectors of our econonty. 

Between 1987 and 1990. U.S. eiports to the region grew by 
nearly $19 billion, or 55 percent.. Over $7 billion o£ that new 
business Mas in Texas; California and Florida each captured 
over S2.5 billion in new export sales; and New Xork, 
Pennsylvania, Michigan, Ohio and New Jersey are annng the 20 
states which added $100 million or more. Nationwide, exports 
of foodstuECs to this hemisphere grew 47 percent (up $1,2 
billion); raw materials 30 percent (up $427 million); cars, 
trucks and parts 84 percent <up $1.9 billion); machinery 46 
percent (up $4.9 billion) and consumer goods, ranging from 
radios and. televisions to clothing, furniture and sporting 
goods, 12Q percent (up $2.6 billion). 

The Reyi Economic Model 

This export boom did not happen by accident. It happened 
because our neighbors — first Chile and Mexico, now nearly 
every country in the hemisphere — decided to undertake 
revolutionary economic change. A new generation of leaders in 
Latin America and the Caribbean has made the political decision 
to replace long-standing protectionist and statist policies 
with a new model that relies on economic freedom and openness 
to international trade and competition. 
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I This la not llk« othat Taglona oE th« world, where the 
United StatBB Cacma tough, often intractable negotiations to 
cut tariffs, remove non-tariff barriers and dismantle subsidy 
schemes which price our exports out of the market. 

In this hemisphere, countries axe cutting tariffs 
unilaterally- The? ere removing barriers to foreign investment 
unconditionally. They are waiting in line to enter talks with 
us to liberalise trade. They stand shoulder to shoulder with 
us in calling for Europe to cooperate in liberalizing world 
trade through the Uruguay round. 

Consider these ezanples: 

Sound money. Lack of stable currencies has long blocked 
investment and growth throughout the hemisphere. But today, 
many countries have taken the strong fiscal and monetary policy 
measures needed to stabilize their currencies. Hyperinflation 
has been contained in Argentina, Bolivia, Nicaragua and Peru. 
Argentina's success has been particularly dramatic. Under 
President Henem's leadership, the Argentine peso is maintaining 
rough parity with the dollar as a result of fiscal discipline 
and a transparent monetary policy where the movement of key 
money supply indices is published daily in the newspapers. 
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Cuttift? barriers to trade. Chile, long a leader in' 
tariff reduction, now maintains an across-the-board 11 percent 
tariff on imports. Sinije 1986, Mexico cut its maximum tariff 
from lOOli to 20%. Average tariffs are one-half of what they ' 
were six years ago, and there are virtually no non-tariff 
barriers. In 1989, Argentina's tariffs ranged from 15 to 53%. 
62% of the industrial output of the country was protected by 
trade restrictions. Today, many tariffs have been eliminated," 
the top tariff is 22%, and import quotas have been eliminated 
on all products except automobiles. Three years ago, the top 
issue in our relationship with Brazil was 'Informatics' laws 
which blocked imports of computers and related technology in 
order to protect Sracil's computer manufacturers. Those 
restrictions have been cut substantially, and they will end in 
October. Host of Brazil's other nontariff barriers have also 
been eliminated by President Collor. El Salvador reduced Its 
tariff rate ceiling from 250 percent to 35 percent in 1989. As 
late as 1990, Ecuador's maximum tariff was 290%. Today, it is 
40%. -■,.-. 

Last December, the presidents of the Andean nations 
meeting in Cartagena, Colombia approved more trade 
liberalization in two flays than they had in the' past 22 years 
of economic integration efforts. They seeic a common market by' 
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the end of this r*nt, and Ecuador just announced its decision 
to meet that schedule. That work is being repeated throughout 
the hemisphere, as sub-regional trade agreements are being 
negotiated in preparation for hemisphere -wide free trade. 

The southern cone countries of Argentina, Braeil, 
Paraguay and Uruguay are working to build a coamon narket by 
1995. The Central American nations are aiming to put a coinnon 
external tariff in place by the end of this year, and 
negotiations to liberalize the region's trade with Mexico are 
underway. El Salvador, Guatemala and Honduras signed a 
separate trade liberalisation agreeraent last month. 

openino to toreion inyeatment. The most important Change 
affecting foreign investment has been one of attitude: the 
countries of this hemisphere are aggressively seeking it, and 
they are competing with each other to create the conditions 
that will best attract new capital. New laws are being passed 
— Honduras approved one two weeks ago — to give foreign 
investors equitable treatment in the legal system, and to alloH 
repstriation of profits. Bolivia and Colombls have also 
enacted far-reaching reforms. Last year, Argentina effectlvelr 
sbandoned the Calvo doctrine, which foreclosed the option of 
binding arbitration to resolve intcinatiooal investawot 
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disputes. This has given investors new confidence that they 
will be treated faicly. Cceation of sound cuTiencies, 
convertible at market rates, is another key factor attracting 
capital from new investors and from nationals who had taken 
their funds to safe havens ovetaeaa. 

These reforms have reaped impressive rewards. Latin 
America had a $40 billion capital inflow in 1991, three times 
as much as the year before, and a positive financial resource 
transfer — $6.7 billion — for the first time in ten years. 
Much of this capital is financing trade, including our 
increased exports to the region. The Inter -American 
Development Bank's estimates show Latin America receiving 60 
percent of all foreign direct investment in less developed 
countries. Five of the world's six top~ per forming stock 
markets are in Latin America. 

RRrtiirino thf. stafrR-s Rconomic rnlR. One of the most 

visible results of this region's net* economic thinking is the 
reduction in the size of the state sector. Large state 
enterprises, once seen as an economic necessity, are now viewed 
as a drain on the government's revenues and the nation's 
capital. Often, privatization is a double benefit for 
government, removing the burden Of running enterprises that are 
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more efficient in private hands and bringing in funds that can 
be used to address pressing social needs. A few examples; 

o In Noveuibec 1990. Argentina sold both its 

state-owned telephone company and 85% of its 
national airline to private consortia. Host of 
Argentina's remaining state enterprises are 
expected to be sold by mid-1993. 

o Brazil sold state-owned steel company USIHINAS for 
$1.17 billion last October. 

o Also that month, Mexico sold its share of 

state-owned bank Bancomec for $2.54 billion. 
Hexico had 1155 state enterprises a decade ago; 
only 200 remain to be sold, and the privatizations 
continue. 

o And last Hovember, Venezuela sold 40% of 

state-owned telephone company CANTV to an ATT/GTE 
consortium for $1.8 billion. 
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President Bush launched the Enterprise for the Amecicas 
Initiative two rears ago to respond to these dramatic changes. 
His vision — fcee trade throughout the hemisphere, greater 
investment, debt relief, and increased environmental 
cooperation — has been well received. It fits the vision 
President Salinas has for Mexico: 'We think not about a walled 
narKet, but an open market to the rest of the world.' And 
because it is based on trade, not aid, it is an initiative, in 
the words of President Aylwin of Chile, "better than any of 
those from the past because it is free of a paternalistic and 
protective flavor.' 

The progress made to date has been significant. 



The North American Free Trade Area negotiations, 
now in the final stages, will create a single market of 370 
million consumers and a combined GDP of over S6 trillion. Last 
month President Bush announced that free trade talks with Chile 
will follow completion of the SAFTA. 



We have signed Trade and investment Framework Agreements 
with 31 countries in this region. These agreements are 
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vehicles for discussions about liberalizing trade and 
investment regimes in preparation for hemisphere-wide free 
trade. For many countries, these discussions identify the 
policy measures they need to take to ensure that their 
economies will be competitive under a freer trade regime. They 
also identify measures needed to improve investment climate, 
such as passing laws that protect intellectual property rights. 

Investment. A $1.3 billion Multilateral investment Fund, 
established last February under EAI, will help countries 
identify the measures they need to take to attract investment, 
develop privatization plans, target special loans to smaller 
enterprises, and provide grants to help train workers, managers 
and environmental protection professionals. Japan has pledged 
to match the U.S. contribution of $500 million to this fund, 
and 19 other nations from Europe and this hemisphere have 
pledged to contribute. These countries have responded to 
President Bush's proposal to create this facility. He urge 
Congress to approve the full U.S. share of the Multilateral 
Investment Fund. 

The Inter-American Development Bank responded to 
President Bush's call for a new, fast-disbursing loan facility 
to promote investment reform. Chile received the first loan 
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last June; since then, Boliviar Jamaica and Colombia have '^ 
received loans, and El Sslvadoc, Guatemala, Coata Rica. Uruguay 
Honduras, Argentina, Trinidad and Tobago, Barbados and Pacaguaj 
are under consideration. These loans support a wide variety of 
measures to improve the climate Cor private investment and to 
ensure that all sectors of society can participate in renewed 
economic growth. 

Ha have signed bilateral investment treaties with three 
countries, and discussions are underway with seven others. 
These treaties make invaluable contributions to attracting 
foreign investment by providing protection against unwarranted 
expropriations and discriminatory treatment of foreign 
investors, by establishing clear and transparent rules for 
settling disputes, and by codifying rules for capital 
repatriation. 

DabJLi. As Latin American nations move toward a future of 
more open economies, many face a daunting legacy of the past >- 
debt. Though economic growth helps to reduce debt, debt 
service costs often soak up the resources needed to laaka 
economies grow. Under EAI, countries that receive investment 
sector loans from the Inter-American Development bank or make 
other significant investment reforms become eligible for 
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debt reduction. So far, m« have reduced the official debt of 
Bolivia, Chile and Jamaics to the U.S. by over $260 million. 
(Under othec authority outside of EAI, we also ceduced $1.28 
billion in bilateral debt with Bolivia, Guyana, Haiti, Honduras 
and Nicaragua.) These reductions can have substantial impact 
in countries which owe much of their debt to the U.S. — in El 
Salvador's case, over $650 million; in Costa Rica, $458 million. 

Congress did not appropriate any funds for debt reduction 
in this fiscal year. EAI debt reduction will be one of our top 
priorities in Fiscal Year 1993, and we urge your approval. It 
can bring enormous benefits in encoucaging economic reform and 
freeing scarce central government resources for programs that 
address pressing social needs. 

Rnvirnnnwfif. When Bolivia, Chile and Jamaica reduced 
their debt, they also signed Environmental FrameMork 
Agrewnents. These agreements set up jointly administered 
environmental funds; the capital for these funds comas from 
local currency contributions equal to the interest payments on 
the debt, and from other donations. The three countries are in 
the process of establishing the commissions that will 
administer the funds, which should total $32 million over the 
life of the debt reduction agreements. By the end of the year. 
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th«8« conmissions should be in a position to bagin funding 
•nvironmantal projects. 

EATa PTarn in Hemispheric Relations 

Continued support for the EAI is vitally necessary iE we 
ace to continue encouraging the bold refocms of leaders 
throughout the hemisphere, such as President Colloi of Brazil, 
Mho is facing the difficult challenges of fiscal and 
constitutional reform. President Cristiani of El Salvador, who 
is turning to the economic tasks of reconstruction. President 
Gaviria of Colombia, who is opening his economy at the same 
time he Is combatting guerrillas and the drug cartels, and the 
leaders of the Caribbean conmon marltet (CASICOK), who are 
beginning to confront the complexities o£ real economic 
integration. 

In many cases, these reforms carry short-term political 
costs, while the benefits of growth come later. Nom that these 
countries are adopting the kind of policies the United States 
has long urged under Administrations of both parties, our 
continued support is essential. 

But EAI's importance is more than econosiic. It fits Into 
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a larger context oC a new partnaiship President Bush ia 
building witb Latin America and the Caribbean in an era where 
democracy is the norm. This economic partnership could not 
exist without the foundation of shared denocratic values. 

In building that partnership, the Adninlstration has 
Morked hard to craft a policy that is sustainable over the long 
term because it rests on a bipartisan consensus. We believe we 
have met key Congressional concerns. Central America Is fully 
democratic, and the wars have ended in Nicaragua and El 
Salvador. Hore than ever before, we are working through the 
OAS, and we took a leading role in revitalizing that 
organization to deal with issues from drugs and money ' 
laundering to monitoring elections and defending democracy. 
Our aid is being used as a strong lever to create freer 
markets, not to perpetuate dependency. EAI is strengthening 
our political relations, treating our neighbors as equals, and 
helping to renew economic growth. 

It is often said that the distinction between domestic 
and foreign policy i's disappearing. Nowhere is that' more true, 
than in this hemisphere, and it's' true beyond the area'«£ . :; 
economic policy. Mien we deal with democracies, we make more 
progress on a wide range of issues, from fighting drug traffic 
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In th« AndsB and the Caribbean, to protacting the enviioniNnt 
along our Bouthsrn border, to ending conflicts in Central 
AaMrlca, to controlling the regional balance of conventional 
Nsapona. to atopping the developnent of tteapoaa of mass 
destruction begun under military governiaenta in Brazil and 
Argentina. 

Hbat Me see as separata developments -- economic reform 
and the spread of democracy — our neighbors see as a single 
piocass of modernization. They are strongly connitted to their 
iMN course, because they have paid the price of the old Naya. 
in terms of lost political freedoms and foregone economic 
progress. And they welcome our partnership. What is required 
of us is to avoid our frequent mistake of on-agaln, off-agalo 
engagement in this hemisphere. Now that we and our neighbors 
have OK) re in common and more of a coimaon agenda then ever 
before, we need to remain engaged. 

Nith your leadership, Hr. Chairman, I aa confident that 
Congresa will Join the President in building the hemispheric 
partnership that will make the Americas prosper. 
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66 
STATEAIENT OF FRANK D. YTURRIA 

CHAISMAN, INTER-AMERICAN FOUNDATION 

Hr. Chaiman, I an delighted to appear before the Comiittee on 
Acpriculture to testify on the "Good Neighbor Environmental 
Fund" included in H.tt. 4059, known as the' "Entarpriae for the 
Americas Initiative Act of 1991." 

I have sapped as Chairman of the Inter-American Foundation 
since May 1990 and am a lifelong raaidant of Brownsville, 
Texas. As a public official and private citizen, Z am deeply 
concerned with our Hemisphere's development. Thus, it has been 
a distinct privilege to chair the Foundation's efforts to 
promote self-help development where it i« most needed - at the 
grassroots. 

The Inter -American Foundation was created by Act of the united 
states Congress in 1969 to support the aelf-help efforts of tate 
poor in Latin America and the Caribbean. The Foundation 
carries out its legislative mandate by: 

e Supporting non -governmental Latin American and 

Caribbean organizations that provide opportunities for 
the economic and social development of low-Income 
groups; 

• Fostering the participation in community and national 
development of those groups; 

• Encouraging the emergence and growth of democratic 
institutions in the region; and 
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Contributing to public undoratanding and debate about 
institution*, policioa, and prograna that diap* 
•cMHiaaic and social cbanga in Latin » — rica and th« 



Ov«r tba paat 30 yaars, tha Foundatimi baa Mad* am-a tban 3,000 
grants totaling S304 aillion in 36 countrias throughout tb* 
haaiiBphara. Hany grants ars aada to agricultural coqparativaa, 
eossunity aaaociatlens, and ssall urban sntsrprisas. Grants 
are also provided to larger organizations that offer credit, 
technical assistance, training, and narketing services. 
Foundation grants average $70,000 for two years; however, the 
Foundation has Bade granta ranging froa leas tban $1,000 to' 
$3.5 Billion. 

Before coanenting on H.R. 4059's specific provisions, Z would 
like to discuss the Foundation's role aa a nenber of the 
Environnent for the Jkaericaa Board tdiich was created as part of 
the Enterprise fmr tha JkBericas initiative (BU) . As you know, 
Nr. Chairman, the Board advises the Secretary of State «i the 
negotiation of EU Envlrorawntal Fraaawork Agreaaents with 
those countries eligible for receiving BU debt relief. To 
date, environBental framework agreenents have been negotiated 
with Jamaica, Bolivia, and Cbile. The Inter-Jkmerican 
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Foundation hkb a ■•■b*r of tfa* U.S. OevcnuMnt dvlvgatlon Mtaich 
nagotlatad thess frsMcwork agr««B«nts. 

From th« Foundation's perspective, environmental fraaework 
agreeKents are particularly beneficial because they clearly 
link sustainable development and environaentally sound 
policies. It is my hope that environmental framework 
agreements may be concluded with othet: qualifying countries in 
Latin America and the Caribbean. I firmly believe that by 
supporting President Bush's Enterprise for the Americas 
Initiative and programs like those proposed in H.R. 4059, m 
can help craata the conditions necessary to integrate economic 
development with measures that preserve the environment. 

In recent years, the Inter -American Foundation has 
substantially "increased its support for initiatives which ~- 
integrate development with environmental awareness and 
protection. For example, in Honduras the "Grupo ABC of San 
Jos6 de Colinas was organized by concerned citizens to respond 
to the rapidly eroding natural resource base of the native 
environment. This small rural community determined that ^ 
preservation of the area's ecological reitourees wasite moat- 
inportant concern. Grupo ABC used a $22,000 Intar-Amarican-: 
Foundation grant to write, illustrate, and distribute workbOcdcs 
on the environment to 100 teachers and 3,000 students in 3S 
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rural school*. Grupo ABC contributod ov«r $40,000 of it* own 
X^mauiamm ±o carry cwt thia projad. 

Th« acfaool booka lad to taachar/atudant anvlroimantal sarvloa 
projacta lAleh includad planting traaa, atarttng aeheel yard 
gardana, and ca^wlqnlng againat "alaab and bum" land 
claaring. To aupplamant tbaaa afforta, tba Honduran 
govamaanfa tortiy d«part»ant doiwtad 12,000 traa aeadliaga 
to tha cltlsana of Colinaa. 

Today, anvirransantal adocation ia a panianant part of tha 
Colinaa a<dtoel diatrict curriculua. Grupo ABC la alao working 
vith tha Honduran Hlniatry of Education to davalop an 
anvironnantal aducation progran for tha oountry'a national 
school ourrlculuB. nia Intar-Asarican Foundation auivlaaantad 
its support to Cn^o ABC In 1990 to ravlss and publish a second 
•dition of Its popular t«ictbo<rics to raadi four tisas as aany 
I aa tha original adititm. 



Tba auccaaaaa of Grupo ABC havs galvanixad local concam about 
tha loss of pracieus natural rasourcas. As a rasult, this 
oovHunity group has ba c o a a a fmrcsful voica for positiva (dianga 
In addraaaing a worldwide prebleM. Clearly, Orupo ABC has 
followed the praacription, "Think globally, but act locally." 
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As Grupo ABC's projsct lllustratss, for coBBunity-lavsl 
dsvclopnent to succeed, it. Bust M linked with an inct«ss«d 
citiEen awareness of each individual's rasponsibility to 
preserve and protect the environaant. My hops is that tiiesa 
principles will be broadly applied to other develafnMnt 
prograas which address snvironaental concerns. 

Regarding the Good Neighbor Bnvironaental Fund for the Border 
proposed in H.R. 4059, I applaud the Oiairaan's efforts to 
focus increased attention and resources on the serious 
enviroranental ^oblenw along the U.S.-Hexlco border - wf 
lifelong homo. Thia is especially inportant because pollution, 
toxic waste, and a host of other environinental jobless do not 
recognize borders. Just as the citizsns of San Jos4 de Colinas 
recognized the impact of enviroiaental degradation on the 
quality of tlieir lives, we too mist recognise that short-tarM 
profits achieved at the expense of destroying our precious 
natural resources is a calaaitous course to pursue. Therefore, 
environmental awareness and particularly enforceaent en both 
sides of the U.S. -Mexico border sust be essential eo^mnents of 
the growing aconoalc ties lietwesn our natiMis. 

The Good neighbor Environmental Fund for the Border has tba 
potential to becoae a catalyst for Bajor enviromMntal 
initiatives that address the neede of our border coMnmitles. 
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Revavar, Um rund mamt b* irall-wuwg«d «nd claarly foous*a to 
■uoo««d. In this regard, en* of tlM BAI'b great atrangtba la 
tba aarloua ovarai^t irtiidi it raquiras of local anvironaantal 
funda. Such aafaguarda ara of para»ount iiportanoa to anaura 
that tha financial raaourcaa dedicated to these pregraaa are 
used in the manner intended by the legialation. For this 
reason, I encourage you to work cloaaly with the Adalniatration 
to apply the xu's anvironaantal prinoiplss to tba Good 
Maighbor Envlronaantal Fund for tba Border. 

Idkawlae, there «ust be clear criteria setting forth the 
structure and aanageaent of the Good MeighJaor EnvirmiBental 
Fund for the Border. I would auggeat that criteria similar to 
those developed for the EAZ environmental framework agraementa 
be e^loyed in managing tbia Fund. Similarlyi tha Fund ahould 
be overseen by a broad-based board of directors cmipoaad of 
repreasntatives froa the Mexican governmental and environmental 
sectors and, most iv^ortantly, representatives frm Hsxican 
coaaunitlaa affscted by environmental problems along the 
D.S.^Iaxico border. Z strongly receaaend that a 
repraaantatlva of the united States Oovement aerve as a 
member of the board to enaure that our Government's voice is 
heard on theae i^Kirtant iaauaa. For as I have already stated, 
pollution, toxic waata, and environmental degradation do not 
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r«oogni2« bordars. Thas* ar* our iiimiiii problaM, and tbay 

d«Mand coaaon aolutlona. 

Hr. Cbairman, I aa haartanad by your afferta and thosa of tha 
Adalniatratlon to addraaa thaaa prasaing probla«a. I also 
ballava that tha Intar-ABarican Foundation'a approach to 
davalopmant can aarv* aa a aodal for projacta aupportad through 
tha Good Haighbor Envlronaantal Fund for tha Berdar. This 
■aana aupporting sustalnabla devaloptMnt focused en coMMunlty 
naads, aapirationa, and values which encourage civic 
responsibility and salf-help. 

Thank you for this opportunity to appear before this 
distinguished Coamittee. I would be happy to answer your - 
questions and those of your colleagues. 



L 
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n,S. THTEREST IH DBBT REDUCTIOW 

At this tin* tba countrlBB at th« Carlbbaan and Latin AB«rica ara 
at tha moat important crossroads In thsir history. Tha T»gion is 
faced with the serious dllsMma of formulating and inplamenting a 
etrategy to ensure development and avoid econonic decline and 
social distress which can spawn crime, corruption and extreaiet 
political movenents. The origins of this dileawa can be traced to 
the unprecedented disequilibrium in the balance of payments, caused 
^ixarily by adverse eicternal events such bb (1) tha escalation in 
the price of oil during the 1970's and 1980'b, (2] the decline in 
dewmd for ainerals and traditional exports, and (3J natural 
disasters. Large and persistent deficits and the concomitant 
process of adjustment, initially resulted in economic decline, 
^is is evident in the low and fluctuating rates of econonic growth 
during the isso's. 

The economic plight of the region has and will reflect itself in 
declining markets for U.S. eicporte, .fewer investment opportunities, 
increasing susceptibility to involvement ifi drug trafficking, 
burgeoning migration, the necessity for increased development 
aeslBtanca and political instability. While U.S. exports to the 
region have expanded, the demand for U.S. goods and services is 
severely reduced by the debt servicing obligations of tbase 
countries. The United States Government is cognizant of this and 
has attempted to respond by launching the Enterprise tor the 
Americas Initiative (£AI) . 

PgBT RELIEF FOR MUTUAL PROSPERITV 

Debt relief provided by the United States tq. debtor, countries in 
Latin Aaerica and the Caribbean is not a hand-out nor does the U.S. 
economy lose by this. The reduction of th^ stock of debt and the 
associated debt servicing will free foreign exchange and expand 
import capacity in debtor countries. Given that seventy cents of 
every dollar spent on imports by these countries is used to 
purchase gbods and servicee froB the United States, debt relief in 
reality provides trade financing. Instead of debt repayment to the 
U.S. Government these resources return to the U.S. economy in tha 
form of jobs and production of exports. The stimulus provided to 
U.S. exports by debt relief could be very significant bearing in 
■ind that 70t of G.D.P. growth in the U.S. economy in recent years 
has been due to export expansion. The exports of the U.S. to tha 
Caribbean in 1990 amounted to approximately S5.6 billion which 
provided llO,oao jobs in the U.S. and supported over 0.5 million 
American wage earners and their dependents. 
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Tb* tmitad states caaaat ba an oasis of pxompKeity in a s*a of 
tW F wty . tha dabt czlais of caribbaan and Latin luarloan oountrias 
baa net haan adaquataly addr aaa ad la tana of tangible dabt raliaf 
and tbls baa advaraa l^llcatlnw for tbe acanoHy and aoelaty of 
betb tha Dnltad Statas and tba raglon. Glvan that dsbt radnctlon 
for racanstructian and davalupwaiit la not uiq^raoadantod, tba U.S. 
■bonld taka boldar at^w to afford dabt rallaf . Such dtfit nllaf 
woald bava a algnlflcant Iqwct. It would aava foralgn axcbanga 
ataieb coald tb«n ba usad for daralopwant prajacts loading to 
aoononle grawtb. Alao, dabt raliaf provldad now would lapact on 
tba ragien at a critical junctura and could obvlata tba iwad for 
■ueb largar davalopnant asaiatanca and dabt ralief at a latar data. 

Sis D.S. baa takan an initial atap tbrougb Ita Entaxprlaa for tha 
AMTicas InitUtlva (SAI) tomrda providing raliaf to haavily 
Indabtad countriaa in Latin Anarica and tha CariUaan. It providaa 
long tarn raliaf throu^ a writa down in tba stock of datata owod to 
tba U.S. but bacauaa of tha dacislon tbat dabt raliaf abould ba 
"budget nautral" for tha U.S. Fadaral Budgati paynwita will ranala 
at tha axiating lav«l, tharaby affording no cash flow raliaf in tba 
abort tarn. 

MPLICATTOMS Of DEBT 

nta burdan of dabt is ona of tha nain constraints on acononic 
growth In tha aconMd.aa of Latin iUaarica and caribbaan countriaa 
bacauaa it raquiraa a larga shara of foraign axctaanga aamlnga and 
of fiscal axpanditura. It tharafora raducas Inport capacity and 
tha capacity of tha govamnant to provide Infrastmctura, 
•ducation, haaltb and to allavlata povarty. Tbls dil^Ha Is 
lllustratad by tba prasant circuaatancas of Janaica. 

Jaaalca'a total axtaraal dabt was US) 3.87 billiona at Dacaabar, 
1991. niara waa a aarkad iiprovanant In Jamaica's ovarall dabt 
position in 1991 whan thara waa a 6.70% raductlon fro* tha 1990 
balanea. Tba dscllna was largaly attributad to coaoMrcial dabt for 
aquity convarslona, auatalnod dabt sarvlclng, and oancallatlon of 
PL480 dabt irtiich was raducad by SOt froa US$370 aillion to U8954 
nilllon. Tfaa aarvlclng of tha asctamal dabt contlnuaa howavar, to 
ba tba aain constraint an sustalnad aconoaic growth. nis dabt 
sarvica ratio, i.s. tba shaca of foralgn axcbanga aamlnga fron 
aj^c^ts of goods and sarvicaa raquirad for dabt rapaynant was 26.4% 
in 1990 and 29.34t In 1991 which naana tbat alnost ona-tblrd of 
avary US dollar eamad was not availabla to tba aconoay to purcbaaa 
aaaantial iiqiarts suob as oil, food, ^axa parts, capital goods and 
■wllcina. 
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Altbon^ tbia dabt Mrvlca ratio might b* parcaivad «• baing 
iadlcativa of a tolarabla dabt burdan, tba fact la that daM 
rapayaant la aada aora onaroua as rapeyaant haa axcaadad loan 
Inflom in racant yaara. nila haa raaultad In a net outward 
tranafar of raaourcaa. During 19B5 to 19B9, Jaaaica tranafarrad 
ovaraaaa aora than It racalvad la aaeh yaar, totalling tlS9l.3 
billion for tha cour yaar parlod. in 1991, aarvica on tba axtaxnal 
dabt aaountad to U5S611.51 Million and thla la projactad to raaob 
C8S<50 million in fiacal yaar 1992/93 and 1993/94. 

Dabt rapayaant ia ttia aajor factor pravanting raduction of fiacal 
daficita and the capacity of tba Gavamaaiit ta provlda 
Infraatructura, haalth, aducation and sacurity. Dabt rapayaant 
oonauaad -4at of Govamaant axpandltura and 54t of ravanua in 
Jamaica in l9aB/S9 and is projactad at 50% of axpandltura In 
1993/93. Sxpandlture on haalth and education has daclinad ataadlly 
in nominal. and raal taraa over tha laat tan yaara. Bxpanditura on 
aducatlon and haalth during tha parlod 1972/73 to 1991/92 daclinad 
froB 17t and lot of fiscal expenditure to lOt and St. Over tba 
laat dacada, real par capita outlays on education and haalth 
daclinad by approxinately SOt. 

Qf KCIAL DEBT IS A SPECIAL CASE 

Countries in which tha bulk of outstanding dabt is owed largely to 
official creditors, i.e. multilateral institutions and bilateral 
agencies constitute a special genre of the debt problea. This typa 
of dabt altuaticn haa not recaivad sufficient attention bscauae 
dabt relief initiatives have focused primarily on the comaerclal 
bank debt of developing countries and foraar Socialist countrias of 
Eastern Europe, and on Che bilateral debt of low Income countrlaa, 
in particular those in Africa. The iasue of debt owed to 
multilateral financial institutions such aa the International 
Monetary Fund, the World Bank and the Inter-Aaarican Development 
Bank haa not been tackled because these institutiona do not 
reechadula dabt. Bilateral or intar-govamaental debt has been tba 
aubject of'nuaaroua and rspaatsd rounds of tescheduling through" tha 
Paris Club aec^anisB. 

Debt bo official creditors is extreaely high In the small, 
davaloping aco^ioaies of the Caribbean, Janeica again provlilaa an 
illustration of thle type of debt situation. Tha ahara ot official 
dabt in public and publicly guaranteed long-term debt ia B6t in 
Jamaica at Daceaber, 1991. This debt consista of (a] debt due to 
multilateral institutions which accounts for 36t and (b) bilateral 
dabt which accounts for sot. The predominant share of official dabt 
In the debt of Jamaica indicates that the debt was accunulated in 
tha quest Cor econoaic development through the funding of 
development projects and the flnencing of a process of 
atabillzation cum adjustaent. 
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tlF BILATERAL DKBT 

3 dat* tbm Most fraqumtly Asployad Btratagy of dabt aanactawaRt 
br bllataral debt haa baan raachadullng. Ttaa futility of 
kscbaduling on tama grantad to date ia daaonatratad by tha 
irpatual cycla of dabt reatructurlncr. Sine* 19B0, tbe unitad 
:at«a Govamsant haa nagotiatad and aignod ovar 140 Paris Club 
Ibt raacbadullnq agreaaanta totalling USSIS billion turad by 60 
nin^las. Many countrlaa hava had Bora than ona raacbadullng, 
vi»n coiin€riaa hava had four or «ore and ona country haa had nina. 

I tha alavan yaara batween 1961 Bnd-1979 thara vera 13 agraa»anta 
il; In the tan yeara 1980 to 19B9 thara hava baan 116 raachadullng. 
L*re vara 23 in 1989 and 9 In the flrat four aontha of 1990. Tha 
lount Ot dabt involved haa increaaed aignifieantly,' froa nsS2.3 
.lllon during 1980-1985 to U3S11.7 billion ainca 1985. In 1991 
laaica vaa accorded dabt aarvice raachadullng on aoaa US$t40 
.llion dua to tha Paria Club of official bilateral creditor 
n^ntriaa and agenciea. Vhe raachadullng of bilateral . or 
itar-govemnent debt miat be on aore ganeroua tarma i.a. longar 
tpayaant and graca periods, lovar interest rates and involving 
ith interaat and principal. 

Ltt dabt of many davaloping countriaa, including «any Latin Latin 
Mrlcon ond'Caribbean countries, can only be paid at tha detriment 
' both tha debtor and creditor country. Ona avanua of debt relief 
ii.ch should be explored on a larger, scale is tha cancellation of 
(tar-goVerti2ent debt. Tha cancellation of debt ot the pooreat 
untrlea haa only been inpleaented dn a aaall scale by a few 
•dltor countries including Franca , tha Netherlands , svedan, 
;^t2arland. West Ganiany, Canada and the Soviet Union. nie 
ncallation of debt ia not nev nor unprecedented as there are 
veral exaaples involving tha debt of both davaloping-. and 
velopad countries. At the end of World War I the Alllea owed the 
ited States over US$12 billion. After several interruptions in 
^yment and the accunulation of substantial arrears, these debta 
re rescheduled, the repaynant periods extended, principal suns 
duced or canceled and the interest rata reduced. Only US$2. fi 
llion was repaid between 191B and 1931, less than quarter of tha 
iginal sun. In 1940 the British Treaaury wrote off 11.2 billion 
uiids Sterling owed by the colonlea. In 1990, Canada canceled all 
tctandlng davalopvent assistance debt owed by eleven' carlcc* 
untries . 

JtBTMEIlT IM PEBT08 COHMTRIBS 

m ceuntriea which can most benefit froa debt relief on bilateral 
bt are those countriaa whi^ hava undartakan adjuatMant or are 

II advanced in the proceas of implesenting adjustaant policies, 
a importance of adjustment is that these eountriea have plaoad 
aKsalvea in a position to more eeally aervlae existing debt and 

attract private foreign lnveat>ent to replace Um d 
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d«bt capital. TlMy ar* tlMr*far«, unlllMly te incur imw dabta at 
■ rat* Htaicli would kgain l««d tbmm Into the "dabt trap". Ibla 
■aataliMd laplfantatioa of ■tabillsatien and adjuataant policioa 
is axMvliflad by tba covaiiiaaiit of Jaaaica, particularly in tba 
laat tHraa yaars. 

Tba 1950'b waa a dacade that was loat to Jaaalea'a davalofaaot aa 
nttamal datat incsaaaad and acmcale growth fluotuatad. Jaaaica 
raapondad to thaaa davalof aH ta with imr aconoalc pellelaa whld 
foouaad on acwwlc rafora, atablliiatlon and atructnral iiljiial aaiil 
in an attaapt to craate an amrlroiiaant conduclva to a prlvata 
aaotor-lad, aarkat drlvan, oatward losing growth atratagy. laport 
subatltutlon and atata-lad davalofawit atratagiaa Iwva baan 
ranouncad and diamantlad In lavor of entward-oriantad approadiaa. 
'In tha laat thraa yaara thara haa baa n a aubatantial aocalaration 
in tba procaaa of libarallaing the trada raglaa of Jaaaica, with an 
aiqibaaiB on tha ravoval of laport raatrictiwia and the lowarlng of 
tariffs. ' ma coaaltaant to outward-looking trading and 
davalofnant policlaa la finly baaad on the Xnowladga that tha 
banaflta to ba derived , are tboae of higher growth rataa and 
enhanced capacity to adjuat to external ahocka. 

Jaaaica aubacribaa to, and Ita policy haa alwaya baan fully 
conaiatant with tha prlnclplaa and dlaciplinaa of the SAsn. Jaaaica 
joined the General Agra«Mnt on Tariffa and Trada (OATT) la the 
•arly I960'a, haa baan an active participant, and baa contrlbutad 
to auccaaalva negotiating rounda aiaad at further llberaliiatiea of 
global trada. ma Oovamaant of Janaioa aupports the oraation of 
fraa trade within the veetam Heaiaphera throogh^tha Kntarprlaa of 
the Aaarlcaa Initiative (KU), and is haartanad by -tha prograaa 
being >ada In eatabliahing tha North Aaarican Fr«* Trada Area 
(lUTTA) , irtiich will conatltuta tha firat building block of frae 
trada within the heaiaidiere. 

Tbs fact that Jaaaica haa aat all the eligibility criteria for full 
and iaaadiata participation In tha BU clearly ladloatas that 
adjustaant la aubatantially cnplatad. Indaad. Jaaaica is tha third 
oeuntry in the haalaiAara and the first Caribbean country te be 
fully qualified. The criteria of aliglbllity which hav* baan 
ooapliad with Include: (1} Bliaination of tarlZZa on aubatantially 
all the trada between tha parties to tba agreeaent - thia would 
include trada froa all other countrlaa already included in tha 
ouateaa union (3) Pbaae-out of non tariff barriara (3) Inclusion of 
aarvieea in the agre aa ant (4) Proviaion for atandarda for tha 
traataent of Invaataant, guarantaaing tha principle of national 
traataant of inveateira - there ahould be no lncluai<m of "trada- 
diatorting parCoraance raguireaanta" on the part of invastors (5) 
Incluaion of a dlaputa aattlaaant aerhaniaa (6] Aaauranca of the 
protaction of Intellectual prqperty rl^ta (7] Incluaion of facial 
provisions, if nacaaaary to handle trade in and acesss to natural 
rasoureaa and natural reaourca-based producta. <•} Inclusion of a 
variety of aparatioaal, tadinlcal and aaourity previsioos sach as 
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rulas oC origin, public b«alth sataty axoptions ■nd BaCMgiurds (9) 
Monitoring o£ Gov*mM«nt actions that could undormina th* basia of 
Um agraaaant, auch aa provlsiona covarli^ aubaidiaa, stats trading, 
trad* Teatraijita juatiflad on balanca-oC-paynant grounds and tiba 
.uaa of foraign axchanga reatrictloiis and conCrola (lo) A stable 
■■nrn arnnmilr anvirgimant , 'and narKat-orlantad pollclaa as 
cartifiad by tba IMF, World Bank and Intar-kaarican Davalopmanfc 
JMilr .(111 A coHBitBant miat ba displayad by thaaa countries to a 
jMiU^ilataral trading syateB,as«assed by the extant to which tliair 
positions concur with those of tbs United States in the GkTT Round 
M Itagotiations. 

fiBBUUHftCEHffil 

JaBBica baa alwaya aarvicad its debt and has pursued vlgorouslyan 
Innovative prograa of debt nanaganent which has reduced the rate of 
nrir boirowing irtiile reducing the existing stock of debt. Hie 
remit has been that Jaaaica for the first tlBe in 1991 achieved a 
XBductlan in Its total external debt fro* $4.1 billion to $3.8 
blilion dollars. The strategies ei^loyed include: 

I. AxHMrcial Bank Debt 



(b) In the late 1980's Jaaaica was one of the first developing 
countries to create a debt for equity conversion prcgcaa. During 
the 1991/93 financial year just over $32 million dollars of debt 
wap converted to equity in 15 projects including a nuBbar of 
privatizations of public enterprises. 

a. Multilateral Debt 

Tbe debt owed to ntltilateral financial institutions i.e. the 
I.H.P., World Bank and the I.A.D.B. have beet) serviced punctually. 
.Ih«»a Institutions do not reschedule debts owed to thaa, a policy 
Hblch needs to be ra-exaained. The Bulti lateral InstltutionB 
cannot slBultanaously urge reduction maasuras.on other creditors 
while eschewing any form of rescheduling. The argument that the 
viability and credit rating of these institutions would be 
jeopardiied is not credible since their financial soundness does 
not depend on operations but from the bad^lng of their 'main 
.•bar^olders which are the developed countries. If supplementary 
resources or charter changes are required to anabla these 
institutions to undertake debt restructuring then this must be done 
and quickly. 
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3. atutar*! MM 

{■) Mv«ral Parts Club raaotedBling •aMrel>«« luv* b*Mi 

■n oo w tmiy oeaplated MeMt raowitly in July 1991 wban «t40 ■lllloa 
dellan diM to b« paid b«tw— n JniM 1, IMI and Jwm 30, U91 vmm 
rMClwdalsd. Hm tcraa of th* TmmabmiaXloq war* Bora faverabXa 
than tboa* prcvlansly aclil«v«d aa tba graoa and rapayamt paried* 
of 10 yaars ra^aetlvaly for cwwoaaalowal d^ta and « yaara and » 
yaara r— p aotivaly for oeaBarclal dabta, ««ra lonvar parloda that 
thoaa affordad ondar any ot tha ooantry'a flva praviona agraaaaata 
wltta tha Parla Club. JaHlca ma alao aaocaaaful In navatlatinv. 
Cor tba firat tisa, full daCarral on Intaraat dua on prav l o ua ly 



(b) Jaaaloa baa banaf tttad frea dabt eaneallatlon atartlng with tba 
eaaeaUation of all dabt owad to tha Canadian OovaxiMant. Dorlag 
1990 Uta oaitad itlngdcw eancalad dabt aarviea obllfattoa aaaimtliiv 
te 9 silllan Foand Starling and tha Oovarnaant of tha Ratbarlaada 
914 >illlea In dabt aarviolag. ma larg aat aaonitt of dabt raliaC 
throogh dabt eaneallatlon waa provldad by tba unltad Stataa. 
Jaaalea'a PL 4t0 ditot waa raduoad la Angnat 1993 by B0% trtm 
approrlaataly 0»t371 aillion to D8I54.3 alllioa. intaraat payaaata 
will ba aada to tha Ktarprlaa fer tha Jtaarlcaa Inltlatlva 
Invlronaant rand and will ba avallabla to flnano* anvlronaHital 
prelaeta. Ttala a gr aaaa n t will provida ^proxiaataly DSI9.3 billion 
ovsr 10 yaan and will ba dlractM towarda prioritiaa in tha 
National Censarvation Stratagy which ara to arraat and radaea 
deferaatatloB. eoaatal dagradatlon and pellntioa by raaadial 
aaylrowantal —a ii ra a and tba fall Intagration of an aavlrow—ttal 
dlaanalon In policy, planning and pmjaeta. nUa affart will ba 
coeMUaatad by tha Xatloaal baaauroa Canaarvatien Antberity and tba 
37 MOO'S invelvad in anvireiaaatal atfaira will banafit froa tba 
iacraaaad financial raaeoreaa aada avmilabla by dabt ralief undar 
tha BU. 

(o) xn April, 1993 tba Jaaaican Conaarvatlon and Dawalopaant Tmat 
(JCDT) aac c aaafally oo^latad tba first dabt-f eir-natora mmp in tha 
tngllsb spaaking Carlbbaan. A total ef t»t437,9Sa of dUtt was 
parcbaaad 'and tranaf arrad to tha JCDT through tba Aaarloan aqp^aaa 
Bank wtalcti walTad all aarvioa dtazQaa. UIAIO, tba Cenasrvatlon 
least ef Paarto Uoe and tha Natara cenaarvanoy of waablagton D.C. 
eontributad foods te tha swap. Through tha aw^, oeaaaroial dabt 
wbiob tba OunaiiwanL owad to foraign eeaaarcial baidn has baan 
eeovartad into local c ar raac y . iba pgneaa Ja ef tba aw^ will aid 
In tba eapitaliutlon ef tba Jaaaica tteticawl Parit vmst Poad. lb* 
wains of tha local earrancy raanlting froa tba eenvnaien is JfU.3 
Billion. Preeasds ef tba swap will ba used to aopport tha blna and 
JebB Cirew HBuntaias Patloaal Paric wbleb proride watsr for nearly 
40t of tba Jaaiioan pepulatien and Uta Hontago Bay Harina Park 
wbieb aalntains tbs acelogical baa* tor tba aoomeay of Haatago Bay. 
on Mewsabar 36, 1991 Jaailca and BelivU beeaaa first eanntriaa la 
Latia Aasrlo* and tb* Ciribb*sii to sign an aanrireoBantal rraaswagb 
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lufcummmat litiich conatltutaa th* ap«ratianaliZ4tii>n of ttM 
KnvlriHiBwit conponwit of Presldwit Busb's Ent*rprl«« for thB 
kMTlcaa Inltlatlva. 

PKBT AMD THB EHYIHOHMEIIT 

carls is by dafinltlon is a situation which is untanabla and 
nnsustainiabl*. Both debt and tha envlronaent hav* rsachsd a 
oritical junctura in which the atructuras and policies of tbe past 
ara no longer viable and cannot continue, 'nie converging crleas of 
dabt and tha anvironaant are closely Inter-ralated in a coaplax 
i^rnaaic wbicb thraatene devfllopnent, the environaent and ultlnately 
survival. Implicationa of addressing the converging crisis ara 
profound, bacausa it requires a nev unprecedented type of aconoalc 
davelopaant, namely sustainable davelopnent, which is global, 
cooperative and environmentally safe. 

nta adaqpiate protaetion of the environaent la a goal to which the 
Govamaant of Jamaica la Cuily and resolutely connitted. Howavar 
liha many haavily indebted developing countries, Jamaica la faced 
with a reaource constraint bacausa of the burden of debt servicing. 
Sbls capacity is further limited by a faltering world economy and 
txcm a pool of development assistance which, given needs of debtor 
oountriaa, has not increased coonansurately in real terms. Smell 
countries like Jamaica are caught in tha dlle»Ra of being 
Mpacially subject to events beyond their borders and control while 
^ving the least capacity to combat or remedy these engulfing 
devalopnants . Hence, while protecting tha environment is 
particularly isiportant for small countries, this can only be 
acbiavad by International efforts. 

Consarvstlon. of tha environment and economic development cannot be 
postponed, but the repayment of debt can be poetponed and the debt 
stock can be reduced. This bill is timely because it will afford 
debt relief before countries have reached the critical threshold of 
poverty, population density and pollution which can develop into an 
axponantial intensification of economic deprivation and 
■nvlrpnaantal degradation. The preservation and protection of the 
•nvironsent is in the interest of Jamaica, the United States, Latin 
Jtaarlca and the Caribbean and indeed the world community. The bill 
introduced by Congressman de la Garza provides an opportunity to 
iMtKe a collaborative step for the good of the environment and for 
'the economic future of the Caribbean and Latin America. 

BILL IMTRODHCED BY COHGRESSMAM DE LA GARZA 

The Bill about which these hearings are being held, HR4059, 
proposes inter alia to authorize the President to sell at a 
discount of up to 40 percent of the Commodity Credit Corporation 
debt owed by Latin American and Caribbean countrlee to the U.S. 
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3. It aMr^ummm a co^oiMnt oZ bllataral d^rt owad to tlM D.8. 
Oavrnmamat 1.*. tb* Conwdlty Crmllt CcirporxtlMi d«bt, iriiicb 1i«b 
net b«ai) prcvioaslr aiibj*ct«d to dabt raductiea — —gr—. 

3. It Mwurea the Kcmtittmat o£ r*Boure«s tor •nvlTonBmtsI 



S> It paxsits local currancy to ba usad as ttaa aqulvalant of 40 
parcMit of tlia purchaaa prlca or tba dif f aranc* batvaan tlia 
purctwaa prica or tba faca valna of aucti dabt. 

Rtwavar, In coMaandlRg OXBirMui Da La Garsa'a propoaal, I 
■bould Ilka to atraaa ttia itaad to baar In mini MOmm of tha 
dlfficultiaa aaaociated with raalislng tbia ton of dabt raliaf, 
auch aa tha capability of tha country to buy back tha dabt and tba 
fact tbat Nhan tha diacountad dabt ia convartad Into local 
onrrancy, this would incraaaa aonay supply whicb could ba 
Inflationary. Tha capacity to iaa» this typa of dabt raductieo 
would ba vary llaitad in countries auch as Jasaica, wbicb ara 
iiq^laaantlng IKF stabilization arrangaaants, lAich antatl 
raatrictiva aonatary i^licy- 

I would alao Ilka to suggast that tba definition of 
•nvironBant ba broadanad to include tha related aactora of hMltb 
and education ao that tha fund* otatainad froM repayaant in local 
currancy. can ba applied to approvad davalopaantal projects. 

Finally, I would urge continued oongraesional support tor the 
KU, in particular, for debt raliaf provisions wtaleb will aaka a 
significant contribution towarda davaXopsant of all countxias of 
the ragimi. 
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STATEMENT OF fflS EXCELLENCY 

MIGUEL A. SALAVERRIA 

AMBASSADOR OF EL SALVADOR 

TO THE UNITED STATES OF AMERICA 

BEFORE THE COMMITTEE ON AGRICULTURE 

U.S. HOUSE OF REPRESENTATIVES 



JUNE 17, 1992 
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STATEMENT OF HIS EXCELLENCY 
THE HONORABLE MIGUEL A.SALAVERRIA 



Mr. Chairman, members of the OmmiQee and staff, I wppmciau diis 
opportuni^ to share with you the views of the Govemment of the Rqmblic of 
El SalvadOT <hi H.R. 4039. We believe that it is an extremely inqxntant and 
necessaiy |Hece of legislation. Like the Eueiprise for the Americas Liitiative, 
we siqipott it fiilly. 
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Hus proposed legisltfion would have the diial beoefit 6f raducing E) 
Salvador'^ official bilam^ debt and establtafaiiig a fimd to Biake needed 
enviromneu improvements in our country. As you may know. El Salvidortias 
a large official bilateral debt of $1.2 billion dollara. Approximately 80% of it 
is with the United States of America. It is vtry burdensome in a country in dire 
need of hard cumncy resources. It is a significant debt because it represettfs 
16% of our Gross DtHUestic Product and ahnost 2 times our 1991 exports. H.R. 
40S9 would pennit El Salvador to reduce some of its debt incurred throu^ the 
Commodity Credit Corporation, improve its balance of payments position and 
bectsne a more creditworthy country, b will also enable El Salvador to improve 
its badly neglected environment through a program of sw^iping debt fw 
envimnhental clean up. However, to ensure maximum 'effectiveness of this 
legislation -for El Salvador, we ask that you extend the cut-off date for the 
covered indebtedness to iamiary 1, 1992. 
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llie nliBf provided by H.K. 4009 aid du EalgqiciM iar du Anwricm 
InkiMive ii acpeckny im po M n t becawB El Silndar, after 12 yean of 
rroriit war. hu now etfcmd ib en of naliaaal recoodliattoo ad 
1. Thu will requtn new financial fludbili^ to provide aodal aod 
± n bouaiiig, edocitiaB ad beaMi, abo far repairing 
and recoDstiucting the infiraatnicQire, and for w n^g inqvovcmeots to an 
mvironmeot serionaly damaged by tenoiiM gnenills and lack at ica o ore e a . 

The Peace Accord, tigned on Janoary 16di, diii year in Mexico, ia a 
odlestoae in our Nation's history. U is in the process of being in^denented, and 
we are hopeful that the related aodal and economic healing process will bear 
ftuit. The reductioa of El Salvwlor's Ulaleral debt under B.R. 4QS9 and die 
Eaterpriae of Americas Initiative will help our country to allocate more of its 
limited finandal resources to maximize the succaasofthe healing process. Hie 
availabili^ of firnds, oeated l^ this l^islatioo, to address die country's 
envircnmiental d^iadatioa will ccmtribute to these post-war rebuilding efforts 
and will he^ PreudeA Cristiani to realize his loogstanding objectives to improve 
the quality of life for all Salvadonms. 
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Finally, I would like totate Oaa appattJatoQ to express my Govenunent's 
$ii|q)ort for the Enterprise of the American Initiative. The Initiative's 
Encouragement of trade and investment and iKovision for reducing indebtedness, 
have positive implications for fice trade and goodwill throughout the 



In summary Mr. ChaJnnao, we whole-heartedly support this BiD, as an 
important U.S. "program that wilt have a beneficial effect on die Salvadocani 
economy, the peace process, the post-war national reconstruction effints and the 
Salvadoran Covemment'senvironmeotd improvement program. Wecongratultfe 
this distir^uished Committee for its intered in and support of this area of 
endeavor. We thank you for giving us this occasion to express our thoughts aa 
this important subject and hope that you mil give lavorable consideration to our 
views in your deliberations on this proposed legislation. 
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: Laigi B. Iliwttdi 
U.S. - 

to tlM 

Or^utiBatlen of Jksarieui ttatas 

Iwfan tb» 

Ceaaittas en Agricultors 

O.a. Housa of li^r ww f tlv— 

JUIM 17, IfH 



Mr. Chairaui, I was pr*Mnt in tb* Bast Boom of tba lAita 
Boo** on tlM Beaniing of Jun* 27, 1990 vban Prasldwit Bu*h 
uuMunoad tba totacpriaa for ttaa Aaaricaa Initiatlwa. Morklng 
ainca than fmt qr vantaga point aa tba Dnitad Btataa 
Aafaaaaader to tba Organisatiea ot marlean stataa and aa Viea 
CliairBan (and tariaf ly Cttalrman) ot tba Hortlng ttrou^ en tba 
Xnitiativa aatabllMwd by tlka OM ParBuiant Oeuneil, I bava 
participatad in countlasa afforta bara and in Latin Jtsarica to 
Mobillaa tba attantlen. cmaultatlona. and innovatlva au gpegt 
tbia pionaarlng affort raquiraa. 

Kr. Chairaan. I faal thia aiqtarianca autborisaa wa to 
begin tbaaa teiaf raaarka by thanking you parsonnally for your 
laadarahip in aufport of ttaa Bntarpriae for tba Aaarlcaa 
Initiative. Vou ware one of tba few who eaugbt en the fly tbe 
potentially far-reading iaplloatiena ttais new policy 
initiative could bave tor O.S interesta, for intar-Aaarloaa 
relatione. Indeed for tbe future of tba entire weatam 



Your support tor previeiena in tbe 1990 Far* Bill enabling 
tba negotiation of PL-410 dtfit raduetion vaa a key act of 
bipartisan *dolng what la ri^t* tor our country. Bll vke 
believe in a batter coavon future for tbe peoplea of ttais 
baalqpbere owe you a debt of gratitude. 



Ibe Organisation of Aaarlcan Stataa la tba natural forva 
tax dialogue aaong tbe nations of tbia baaiapbare. Be and tbay 
all belong, frea Canada to Argentina, trea Barbadoa to Bl 
Salvador. And In recent yeare, tbe intinacy ot cooperation for 
coBBon ends taaa increasingly replaced tba angera of tractlona 
antagoniaaa. 
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Innedlat«ly after th« President »poke that day in June two 
years ago, ay Hisslon distributed to all Pemanent Hissions to 
the OAS the full text of the President's stateaent and the Fact 
Sheet* prepared by the White House on the trade, investaent, 
debt and enviroranental aspects of the Initiative. 

On August 1, 1990, I made a formal statnent to the OAS 
Pamanent Council in Which Z encouraged "an exchange of views 
then and in the weeks and aonth* ahead In order to contribute 
to the development of the Enterprise tor the Aaerlcaa 
Initiative in ways that would take full advantage of 
opportunities for long-tem autual benefit." 

The Permanent council decided to form a Working Group and 
to explore ways to further the objectlvea of the EAI. First 
under the Chairmanship of the then Ambassador of Argentina, and 
today under the able leadership of my colleague on this panel. 
Ambassador Richard Bernal of Jamaica, that Working Group has 
rovided a forum in which governments and organizations 
throughout the region have had an opportunity to discuss a 
variety of aspects of the EAI.' 



"That the Initiative, which the countries of Latin America 
and the Caribbean, and Canada have welcomed unanimously 
and with unequivocal political support, as a positive new 
. approach to trade, investment, and external debt issues. 
Is destined to become an especially valuable instrument 
for promoting the region's comprehensive development and 
building a framework for equitable, inter-American 
relations on gualitatevely renewed bases; and 

that, for these reasons the Organization should actively 
support and contribute towards the rapid developiMnt of ■■ 
the initiative." 



The Key Political Underpinning is Democracy 

The Enterprise for the Americas Initiative cannot be 
separated from the democratic revolution that has swept the 
Hemisphere in our generation. The democratic changes in the 
Hemisphere have given us all new credibility and therefore new 
bases for cooperation. For the United States, a vision of 
prosperous and democratic neighbors is a vision of potential 
realized, of relationships that will strengthen both regional 
integration and security and that will also help us promote 
jobs and economic growth at home. 
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Tha EAI explicitly racognicas th« iBportanc* ot Latin 
Axerica and ttt* caribbaan to tba Unitad States, and It placaa 
qreat aphasia on tha davalopaant ot our own bmiisphara. 

In hia atataaant aarllar today, Aaalatant Sacratary 
Barnard Aronson stumarlsad tha axplosion in aconoaie 
opportunity taxing place aaong our neighbors to tha South. 

Am Treasury Undarsacratary David KulCord said whan ha 
addraaaad the Panuinant Council's Working Group on tha EM, 
"Tha Enterprise tor tha AMaricas Initiative is our autual 
Initiative. It Is not just an initiative ot tha United 
States. Rather, it ia an initiative of every coutnry in tha 
haaisphare. It will only succeed if sach country does its part. 

"Leaders in tha region are senaltlva to tha naad to pursue 
econonic xmfona, liberalize trade, open aconoaiss to ferslgn 
investnant and give greater eaphasis to aarket fourcea and, in 
general, to aake thaaaalvas more coapatitiva in view ot the 
llBltad financial reacurcss available. Thara ia a clear 
recognititon that unless we can successfully achlavs this, 
there simply are not enough resources in tha world to continue 
financing aconoaiea unwilling to undertake aconoaic retorss. 

"As long -established trading partners of Latin Aaarlca and 
tha Caribbean, ws are wall-positionad to bansflt froa increased 
capacity and openness to trade on the part of the region. Wa 
will gain froa having aore prosperous neighbors, who will be 
■ore valuable trading partners, as reforas give rise to taster 
growth. Purtheraore, open, dynamic economies will bo stronger 
partners in the world trading systea. " 
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Grant Pof ntlal for CooD«ration on Trada 

Tha OAS Parmanant Council Horking Group on tha Initiativa 
ha« sarved as a claaringhouae of information and davalopManta 
with raspact to tha EAI. Sinca tha Working Group's formation, 
the U.S. Hission to the OAS has made a concerted effort to 
provide tha Working Group with the latest press releases of the 
U.S. Government on the EAI and we have made a special effort to 
tiave U.S. officials from the Treasury Department and USTR brief 
the Group and describe the progress and prospects for tha 
Initiative. 

Ambassador Carla Hills, the United States Trade 
Representative addressed the OAS General Assembly in Paraguay 
on the eve of the launching of the Initiative. 

Last October, the members of the OAS Permanent Council's 
Working Group on the Initiative played a leading role in 
developing the participation of their governments in the 
first-ever OAS Regional Conference of Kinisters of Trade In 
Washington. The agenda focused on the progress and prospects 
for the Enterprise for the Americas Initiative and the etatus 
and outlook for the Uruguay Round of multilateral trade 
negotiations. Hy office arranged separate consultations on the 
margins of the Conference for Ambassador Hills with ministers 
from Caribbean, Central American and Andean countries. 

At this critical moment in regional and world history, the 
ability of the countries of the Western Hemisphere to concert 
open competitive trade policies and advance them both 
aubraglonally and in the global GATT negotiations is an 
impressive and optimistic portent for the future. 

(Accaehmeots follov;) 
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'Enterprise for the Anericss' 

Remarks by 

Ambassador Luigi R. Einaudi 

U.S. Permanent Representative 

to the 

Organization of AMerican States 

before the 

Pemanent Council of the OAS 

August 1, 1990 

On June 27, President Bush spoke to an audience that 
included. In addition to his cabinet and nenbers of the 
diplomatic corps accredited to the White House, the President 
of the Inter -Aver lean Development Bank and, representing our 
organization while the Secretary General was In Latin Aaarica, 
the then Assistant secretary General of the Organization of 
Aaerican States. 

What the President of the United States said a month ago 
has far-reaching Implications for each country in the 
hSMisphere and for the Inter-American System. Let me quote 
President Bush's own summary of hia proposal: 

'The three pillars of our new initiative are trade. 
Investment and debt. To expand trade, I propose that we 
begin the process of creating a hemisphere-wide free trade 
zone; to Increase investment that we adopt measures to 
create a new flow of capital Into the region t and to 
further ease the debt — the burden of debt — a new 
approach to debt in the region with Important benefits for 
our environment.* 

Mr. Chairman, I thank you, air, for circulating on July 6 
as a Permanent Council Information Document the full text of 
the statement President Bush made to set forth the basic 
concepts Involved in the 'Enterprise for the Americas* 
Initiative, together with fact sheets on Its Trade, Investment 
and Debt components and on related Environmental Aspects. 

To Ambassador Villar Borde of Colombia, I express my 
appreciation for his statement last week in which he related 
these proposals of President Bush to the hemispheric vision of 
Simon Bolivar. I would like today to take up Ambassador Villar 
Borda's call for us to seize the opportunity created by the 
*Bnterprise for the Americas* initiative to, and I quote the 
words used by our distinguished Colombian colleague and friend, 
'abrlr aqui, con espiritu elevado y decldlda voluntad, el 
dlalogo que esta heciendo falta en el hemlsferlo.' 
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Hy intention this morning is not to seek a resolution or 
any other definitive action from the Perwanent Council, What I 
do seek is to encourage an exchange of views, today and in the 
weeks and nonths ahead, that will contribute to the development 
of the 'Enterprise for the Americas' initiative in waya that 
take full advantage of opportunities for long-term mutual 

The Administration of President Bush has from the 
beginning sought new and often increased forms of engagement 
with Latin finerica and the Caribbean. The record by now is 
long and multifaceted. I will make no effort to summarize it 
here. Rather I would like to recall the wotds of the Secretary 
of State, James Baker, speaking to the XIX General Assembly of 
the 0A5 last November. 

'This democratic hemisphere we are building can become the 
model for the rest of the planet of a true partnership 
between the developed and the developing nations — where 
trade is free, prosperity is shared, and the benefits of 
technology are harnessed foe all.' 

At our XX General Assembly in Asuncion less than two 

months ago. Deputy Secretary Eaglebutger made an e-point U.S. 

proposal for multilateral cooperation on matters from elections 
to education and the environment. 

Also at Asuncion, the United States was represented at the 
celebration of the Centennial of the Inter-American System by 
Ambassador Carla Kills, the United States Trade 
Representative. Speaking as special representative of 
President Bush, Ambassador Hills called on the nations of the 

*to forge, in the crucible of commerce, a vibrant 
hemispheric partnership to ensure lasting prosperity for 

all of our people.' 

The 'Enterprise for the Americ, 
natural sequel in the Administratioi 
its neighbors in this hemisphere. In the words of 
Undersecretary of the Treasury David Hulford, testifying Julj 
18 before the House Committee on Foreign Affairs, 

'The President's announcement on June 27 followed a thr( 
month review led by Secretary Brady for the Economic 
Policy Council of U.S. economic policy toward Latin 
America and the Caribbean. This review concluded that 
decisive action was necessary to build a stronger and m< 
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compcehensive economic partnership with our n< 
in order to support the process of democratic 
growing economic realism in many countries.' 



*A successfully completed Uruguay Round, the negotiation 
of bilateral framework agreements, and the achievement of 
Fre« Trade Agreements, beginning with Mexico — will help 
move us toward a long-term vision of a truly open 



the copy 



Undersecretary Hulford's testimony ie appended ti 
that will be circulated shortly of my remarks today. 

Trade merits ou.r careful attention, for a more open 
trading system is at once a truly long-term objective and an 
Immediate policy inpecative. Let ne be specific about the 
immediacy. Completion of the Uruguay Round is the first and 
nofit effective step towards Impcoving the position of the 
Aviericas in the world economy. 

Let me take a moment to report to you on progress the 
President made in moving the Uruguay Hound negotiations 
forward, particularly in the area of agriculture, at the July 
Economic Summit in Houston. 

As you know, the European Community's reluctance to change 
its highly protectionist agricultural regime has long been a 
stumbling block to negotiations. At the Summit, the 'G-T 
countries agreed that the successful completion of the Uruguay 
Round is their highest economic priority, and recognized that 
fundamental reform of world agriculture is the linchpin of a 
successful round. 

In the President's discussions with European Community 
members, he emphasized Che need for fundamental reform of 
agriculture, particularly for the benefit of food exporting 
developing countries.- Progress on agricultural trade was made 
in three ways. 

— First, we believe the Community moved in the tight 
direction in talking about reductions in each area of the 
negotiations - barriers to market access, internal 
supports, and importantly, export subsidies , 
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— Finally, the President and his count 
themselves to a high level of personal 
the political leadership neceasacy to ensure the 
successful outcome of these negotiations. 

Since then, at last week's meeting of the Trade 
Negotiations Committee in Geneva, negotiating texts were 
developed on each of the 15 negotiating gcoupa, most 
impoEtanCly agriculture. These will provide the ftamewock for 
the negotiations leading up to the closing ninistetial meeting 
in December. 

Obtaining fundamental refocn of agricultural tcade would 
act as a powerful spur to growth and prosperity in this 
hemisphere, not only by liberalizing trade barriers among 
American nations, but by lowecing the enormous barriara to our 
exports that exist in Europe and Asia. 

Thus, the United States hopes that the negotiators of all 
participating countries from the Americas will seek 
constructive market-opening reaults in all areas of the Uruguay 
Round, so that an ambitious and balanced outcome can be 
achieved by December. We are raising this point in capitals 
this week. 

Returning to the more general picture, I believe it is 
important to state that the 'Enterprise foe the Aoiericas* 
initiative springs from a vision of freah opportunity in Latin 
America and the Caribbean. The President's initiative cannot 
be separated from the democratic revolution that has swept the 
hemisphere in our generation. The democratic changes in the 
hemisphere have given us all new credibility and therefore new 
bases for cooperation. For the United States, a vision of 
prosperous and democratic neighbors is a vision of potential 
realized, of relationships that will strengthen both regional 
integration and security and that will also help us promote 
jobs and economic growth at home. 

President Bush's initiative thus flows from the new 
political and economic consensus emerging in the Americas — 
one of commitment to free enterprise within a stable framework 
of democratic government. It reflects our desire to help 
provide external support to those countries that have made a 
bold comnitment to genuine economic reform. It invites the 
countries of the Americas to join in building a better 
neighborhood. 
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} quote Assistant Secrt 



iry of State Ben 



*I know there are real feats in the hemisphere that the 
Onited States will be neamerized by the changes in Eastern 
Europe and turn away fron the great opportunities before 

us in Latin America and the Caribbean. Just the opposite 
is true. The United States under President Bush's 
leadership is rediscovering its own Latin roots and 
rightful place in the Americas. Far from disengaging, the 
United States is reengaging, seeking a partnership based 
on mutual respect and mutual responsibility with the 
nations of this hemisphere. The President's vision of a 
fully democratic hemisphere and a free trade regime 
throughout the Americas is the highest com«ion challenge of 
our new partnership,* 
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The 'Enterprise for the Americas' 
process, not a program. It is a proci 
elements. Though mutually supportive, 
and ease with which they may be implei 

of the rewards and benefits they offer. investment tlows couli 
be facilitated relatively quickly, for the IDB is prepared now 
to support reforms. Reduction in official debt will require 
legislation. A hemispheric free trade agreement seems likely 
to prove the most difficult to achieve of all, but holds 
tremendous potential benefits for all our nations. 



Next 






Congress, 
period for 
period for 



ixt several months will be critical. The 
Ion is preparing legislation to submit to the ' 
In addition, August in the United States is a key 
reflection. In the Southern Hemisphere, It Is a key 
action and preparation. 
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In Septembec Pcestdent Bush will travel to South America. 
That tcip will provide aajor opportunities foi: discussion of 
the actiona required to shape the process and move it forward. 

One thing we already know; by year's end, the results oC 
the Uruguay Round will have been decided. As I noted earlier, 
it is essential that our countries have succeeded in their 
efforts to open up the agricultural sector. 



— Second, I would like to encourage discussion, here in 
the Permanent Council and elsewhere, of ideas as to how we 
can beat develop the President's proposals for our mutual 
benefit. To quote Undersecretary Hulford once again. In 
■successful efforts among neighbors, first steps begin at 
hone, but success is assured by many hands working 
together. " 

— Third, I understand that different entities within our 
Organization are now exploring what positive contributions 
they might make in support of the 'Enterprise for the 
Americas' initiative. This is a welcoae development. He 
must decide what contributions, iC any, CIBS, CIBCC, and 
cecotl can make, we should make every effort to ensure 
that political and technical activities do not work at 
cross purposes. 

— Fourth, I hope our respective missions will take 
initiatives to increase dialogue. The Government of 
Chile, in cooperation with the OAs, is planning to host a 
ministerial seminar on trade expansion in January 1991 at 
which the 'Enterprise for the Americas* initiative could 
be discussed. There is no doubt that this seminar will 
offer a perfect opportunity to factor the lessons of the 
Uruguay Round into our policies. In a similar vein, the 
O.S. Mission is exploring ways to use its Centennial week 
in September to bring about briefings and seminars on the 

In short, to make this process work requires that we 
combine vision and detail, a sense of the future as well as a 
grasp of the present. Let us recall the eloquence of the 
Presidents who addressed us in Asuncion: . . . President 
Lacalle on the need to develop a program of action, not for 100 
years or 10, or even 5, but 2. . . . President Paz Zamora on 
the common American home. . . . The American home cannot be 
built unilaterally. But it can be built if each of us puts his 
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Remarks of Ambassador Luigi R. Binaudi 

U.S. Permanent Representative to the 

Organization of American States 

GATT Negotiations 

PERHANEHT COUNCIL - December 20, 1990 



o weeks ago, at 8:00 p.m. on December 4, 
, Foreign Minister of Uruguay, speaking as 
listerial Meeting of the Trade Negotiations 
statement which read in part: 

'e need substantial breakthroughs in the next 
n a number of key areas including, in 
tuce, if this meeting is to end with a 
truly meaningful for all participants in 

er, on December 7, Minister Gros-Espiell was 
that the 107 countries participating in this 
;att negotiations were 

"not in a position to conclude the Uruguay Round during this 
Brussels Ministerial Meeting. More time is also needed to 
ensure that the positions of all participants in the 
negotiations are fully taken into account, in accordance with 
the multilateral character of the negotiations. He shall 
deploy our best efforts in undertaking this task.* 

President Bush, who was at that moment in flight from 
Chile to Venezuela, made a similar statement in which 
disappointment obviously competed with diplomacy: 

'Unfortunately, the Brussels meeting has ended without 
result due to the inability of nations with substantial 
economic strength — the European Community, Japan, and 
Korea — to negotiate fundamental agricultural reform. This is 
all the more disappointing given the very constructive attitude 
taken by many developing countries, particularly many of out 
friends in Latin America. 

'The United States remains committed to maintaining and 
strengthening the multilateral trading system, and to a timely 
and successful conclusion of the Round. He will do all we can 
to bring this about, while continuing to insist upon agreements 
that genuinely liberalize trade. Accordingly, it is our hope 
that participants, especially the EC, will take this 
opportunity to reflect upon theit position on agriculture, and 
develop the political will to negotiate real market-opening 
agreements while there is still time to do so.* 
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Even as the Pcesident of the Dnited States was ceaffinning 

his coninitinent to the niultl lateral ttrading system. Senator Han 
Baucus (D-MT), Chaimian of the Senate International Trade 
Subcommittee, was saying that "No agreement is . . . Better 
than a bad agreement.* 

*I don't see much merit in continuing the Round,* he also 
said. *Some countries — notably the EC — simply lack the 
political will to liberalize trade. It is hard to imagine that 
those nations can make the hard political choices necessary 
before the fast track negotiating authority runs out on Harch 
1st. It is now time for the U.S. to focus on promoting its 
trade Interests with bilateral agreements. Section 301, and 
agricultural subsidies.* 

Senator Baucus, who won a resounding 7C% endorsement from 
his voters just last month, is a key member of the Senate 
Finance Committee and a leader in the United States Senate. 
His words identify clearly one reason for urgency — the lapse 
on Harch 1 of the so-called fast track negotiating authority 
under which the Senate has agreed to vote on a new treaty 
without amendnent. 

Members of this Organization need not have another reason 
for urgency spelled out. Their econoraies are developing in 
close geographic proxinity to the United States. This creates 
enormous advantages, opportunities for cooperation, and a 
solidarity we have only recently begun to explore. But a 
changing neighborhood also creates many frictions and 
tensions. We have a particular stake In making the right 
choice between what the Hew York Times Monday referred to as 
*sanlty and suicide.* Developing a multilateral trading ayston 
that does not force a U.S. retrenchment is in everyone's 
interest, doubly so in this hemisphere. 

Mr. Chairman, this is critical moment in the history of 
this organization and in the place of this hemisphere in the 
world. The United States seeks a hemispheric relationship that 
will turn political and economic freedom into the foundations 
of widespread regional well-being on a scale not foreseen even 
by visionaries. But this potential can be realized fully only 
in an open world order. 

A successful Uruguay Round Is vital to the growth of the 
economies of Latin America which need to sustain the openings 
they are making In their economies. The deadlock on 
agriculture must be broken. Guidelines to break the deadlock 
in agriculture should Include ID no increases in duties and 
(21 decreases in barriers to market access, internal supports, 
and export subsidies. 
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This permanent Council cannot and should not become 
Involved in the details of these negotiations. But ny 
delegation believes we have a cesponsibility to record ouc 
concern at the impasse; to urge flexibility with particular 
attention to the area ^hat led to the impasse, namely, trade in 
agricultural ccmmodities; and to support the negotiations with 
all appropriate actions. We cannot allow yur political will to 
lag behiivi our shared economic interests and the better future 
they portend for us all. 
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SanCiOEO, Cliili: 



Jun* 1991 
Original: Engllih 



SOFPOHT TO THE -ESTEKPRISE FOR THE AMERICAS INITIATIVE" 



THE GENERAL ASSEMBLY, 



Th* announcaBant by Che Frasidant of tba Dnitad Stacaa of Aaarlca on 
Juna 27. 1990 at an 'Enterprisa Cor Che Aneilcaa Iniclaciva* <harainafcar 
called 'Cba Inlclactva'), relating co vital alananta of laglonal ciada, 
InvasCaent, and external debt; and 

The FernanenC Coimcll'a deciaion of AuguaC 1, 1990, to craaca a 
Horking Croup Co aCudj the Inictatlve, and ICa report of April 11, 1991 
(AC/doc. 2690/91), aubnltted to this General Aaaeably by uay of ratoluclon 
CP/RES. 558 (851/91); and 



That Che Initiative coveca conitruetivaly and with Eoreaight matcara 
of the highaac iaportanca for the vnclre henltphera, sattara chat auat ba 
addraaaed In order to hbC the challenge! of the future; 

That the OrganlzBtlon of Aaarican States ia Che natural foiua for 
Inter -Aaar lean dialogue and cooperaCiOn, and Chat ai a reaulc. the 
Initiative flnda in it a legltlaaCa regional arena foe iCa conalderation; 

DECLARES: 

That the Initiative, xhteh the countries of Latin Aaerlca and tha 
Caribbean, and Canada have iielcoBad unanlnoualy and with unequivocal 
polltlcel lUppOTt. ai a poaltlva n«« approach to trade, InreBtnant, and 
external debt Isauaa, li destined to bec^ an eapeclally valuable 
InatruBont for pronotlng Che region's coaprahena Ive developaenc and 
building a franework for equitable inter -ABerlean relatione on 
qualitaclvaly ranemd baies; and 
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1. To thank the FamaiMnt Council for cha report of tea Uorhtng 
Group, and to request that It keep the Dember state a, apprised of nav 
devalopownts , in connection uith the Initiative, ao that the Oreanlzatlon 
■ay continue with the process for an exchange of Infornatlon and views on 
the Initiative. 

2. To request the Feimananc Council to prepare a plan of action, In 
coordination vith Che Secretary Cenecal, the Inter -Aaer lean DevelopoanC 
Bank as well as existing regional and subraglonal Integration BOchanisBS, 
to support and further the Initiative, and In so doing to devote special 
attention to developnenta with the Uruguay Round, In accordance with the 
guidelines already decided upon by the General Assembly In paragraph d. of 

. its 'Santiago ComitiMnt* , the suggestions set forth in the Working Group's 
RepoT.C. and the contributions put forward during ita dellberacons. 

3. To request the Inter-Aaerlcan Econoaic and Social Council (CIES) 
to exsDine ways of increaalng trade and InvesCBenC in the heDiiphere and 
also of expanding the Foreign Trade InfoiBation Service (SICE) , so as to 
include data on all narkets of the hsnlsphere and, insofar as possible, 
other regions of the world. 

4. To requeaC the Petiunenc Council and the Secretary General to 
report: on lapleiientatlon of this resolution to the General Asseably at Its 
XXII regular session. 
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BEVISED COPT 



PRESIDENCIA DE LA REPUBLIC.A 
Fonda Naclonal para al Hadio Amblanla 

BOLIVIA 



STATEXSHT OT CARLOB I. fiDZHTELA 

BXBCmiVB DXRICTOR OW BOLIVIA'S MATIOKAL TOSD 70R TXB EOTIROmEHT 

BETOKB TKB BOUSE COMHITTEE ON AOAICDLTUKE 



Hr. Chaiman, members oC the Committee, my name is Carlos B. 
Qulntela, and I am the Executive Director oC Bolivia's National 
Fund for th* Environmant (FOHAHA) . PONAHA was craatad in 
December of 1990 to raise and nanage funds for environmental 
programs and, most importantly, to structure and manage an 
investment program for the environment. I would like to thank tha 
members of the Committee for this opportunity to present FONAHA's 
views on debt swaps and other debt transactions that generate 
funds for the benefit of the environment, and particularly, 
FOHAHA' B experiences with the Enterprise for the Americas 
Initiative. 

Bolivia has undergone several major transformations in the last 
decade. In the early eighties we left behind the military 
dictatorships and started on the road of democracy. In the mid 
Aighties we recovered from the worst economic crisis in recent 
history and are now beginning to see the return of economic 
stability and growth. Finally, we are entering the last decada 
of th« cantury with s strong connitBient to ensure that tha 
anvlronmant, and the rasources contained within, ore used 
susCainably for and by the Bolivians of today and conserved for 
the Bolivians of tomorrow. 

At this aarly staga in tha process our environmental strategy has 
been focused on the development and strengthening of tha national 
and local capacity to undertake the environmental challenges that 
lie ahead. Tha Enterprise for tha AMericas initiative (EAI) has 
come at an opportune time to help us consolidate some of thaaa 
actions. By fitting the EAI within the emerging institutional 
framework, the United States Is helping consolidate institutions 
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Today I would like to tell you about ona ol Bolivia's 
institutions the National Fund for th* Environncnt, and how it 
is benefitting froB th* EAI and other orsative financial 
nechanisnis to increase Bolivia's capacity to address its 
environmsntdl and sustainable developMent needs oC today and 
toBOrrow . 



THX XHTEItPRISB FOK THB UIERICA8 IHITIAflTB IN BOLIVIA 

In August of 199l Bolivia and United States signed two agreenents 
that reduced Bolivia s official debt with the United States by 
81 St, from US 5454 6 to US 582 ■ 7 million. The first agreenent 
Was signed under the framework of the Enterprise for the Americas 
Initiative (EAI), as authorized und«r th* 1991 Fam Bill. It 
reduced Bolivia's fL'4S0 debt by roughly sot froa US S38.4 
million to US S7.7 million. Of the balance, the principal is 
being paid to the United states Government in dollars over the 
next 14 years following an agreed schedule. The interest, tor a 
total of US SI 3 million over same period of tine. Is being paid, 
in local -currency, to the EAI account established in the Hatlonal 
Fund tor the Environment (FONAHA) . 

The second agreement was technically not part of the EAI. 
However, the GovernTnents of Bolivia and the United States chose 
to handled them as related transactions as described below. It 
reduced all of Bolivia's foreign aseistanoe debt with the United 
States Government (OSAID) --us $341.2 Billion — under Sections 
124(c) □£ the Foreign Assistance Act of 1961, and 572 of the 
Appropriations for Foreign operations. Export Financing, and 
Related Programs d£ 1989. In return the Government of Bolivia, 
voluntarily committed to provide US S2 million per year to the 
EAI account in the FONAHA, for a total of US $20 million over 10 

The financial resources generated by these two transactions are 

being managed in the same way under the guidelines ot the EAI 
Environmental Framework Agreement signed in November of 1991 by 
the Governments of Bolivia and the United States The funds will 
be used to support the environmental activities of non-government 
organizations (NGO) and academic and scientific institutions. 
Like all FONAMA accounts, the EAI account will be managed by an 
administrative council, which, in this case will have a majority 
representation from NGOs and academic institutions. 
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In February of this year, FONAJtt, working cloaeXy with the 
National Secretariat of the Environnent (SENHA } and the League 
for the Defense of the Environnent (LIDEHA ) , invited over 230 
environmental, development, and community based organizations, 
and academic and scientific institutions to meet for two days to 
nominate eight candidates for the EAI account administrative 
council, from which the Governinent of Bolivia is selecting four 
in consultation with the United states Government to participate 
in the administrative council of the EAI account. The 
consultation process is expected to be completed within the n«xt 
few weeks. These four members of the administrative council will 
join three governnent representatives: the Secretary of the 
Environment, the Executive Director oC FOHAMA, and, representing 
the United States Government, the Director of the Bolivia Mission 
of USAID. Once the administrative council is established, it 
will be the principal body responsible for approving grants and 
overseeing the implementation of the projects and programs 
funded. FONAKA will act as executive secretary of the EAI 
account and will be responsible for all administrative aspects of 
the operation of the . EAI account, the implementation of the 
projects, and the Implementation of the Environmental F 
Agreement. 



The Administration of President Paz, as J 
environmental program, recognized that tt 
related to funding was not to simply inc 
financial resources invested in Bolivia on environmental 
projects, but to organize such investment in a way that it could 
have a greater and longer-lasting impact in the quality of the 
environment and the lives of all Bolivians, with this idea in 
nind FOHAMA was created to be a modular structure that could 
allow for a diversity of funding mechanisms and sources to 
support an integrated investment program. In other words, FONAM* 
can manage and coordinate the funding of environmental programs 
from sources as different as the EAI, the World Bank or other 
bilateral and multilateral agencies, and still support a single 
environmental agenda as defined by SENMA, through its 
Environmental Action Plan. 

FONAMA was, thus, designed and developed to solve the perennial 
problems associated with the duplication of effort, with the 

if a long-term vision, with the lack of an adequate and 

Secretarla Nacional del Medio Ambiente - SEHHA 
Liga de Defensa del Medio Ambiente - LIDEHA 
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systenatlc procsss for idantifylng th« priority investasnt naods 
In th« anvironnant, and, nost important, to allvlnata tha 
inefficiancy of donor-drivan »ultipla agandas. 



I THE BOLIVIAN COKXERCIAL DEBT SESnCTION 

Bolivia has demonstrated caamitment and creativity whan it coaas 
to reducing the burden of its external debt. Tha E&I 
transactions ara just one exampla. The elimination of the 
commercial debt has also bean a priority for tha Covarnnant of 
Bolivia. Commercial debt currently amounts to US $185 million, 
less than 7\ of the total external debt, and to eliminate it the 
Government of Bolivia has made the following propoaal to tha 
creditor banks: 



• thay can fund debt swaps for environmental, social, and/or 
cultural programs in Bolivia and generate, in addition to 
the IG cents on the dollar, a premium of 8 cents (50% of the 
price paid by the Central Bank of Bolivia) Cor these 
programs . 

Direct buy-back option 

The Government of Bolivia has raised funds from the multilateral 
development banks and bilateral cooperation agencies for tha debt 
reduction program, which involves direct buy-back and debt swaps. 
Under the direct buy-back option, the creditor institution is 
under no obligation to keep the funds in Bolivia. The payment is 
made in dollars and the creditor institution can repatriate the 
funds in whatever currency it pleases. 

Dabt Bwapa for environmaiital, social> and cultural programs 

Under the debt swap option, the bank either sells or donates its 
titles of debt to an environmental, social, or cultural 
organization. If the funds generated from the transaction ara to 
support environmental activities, this organization submits to 
FONAHA a proposal outlining how the funds will be used. FOHAHA 
then evaluates the proposal based on the objectives and policies 
of SENHA. 
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can prasent Its titlas of d«bt to th* Central Bank of Bolivia, 
which then exchanges then for 9-inonth dollar-adjusted notes in 
the amount of 16 cents per dollar of face value. The 50t premluB 
[8 cents] will ba disbursed by FOHAMA in accordance with the 
specific itiplenentation agreements entered into by the 
organizations doing the debt swap and FOHAHA. 

Like the funds generated by the EftI transactions, those generated 
by debt swaps will be will be channelled through individual 
accounts in FONAMA managed by an administrative council involving 
representatives of the organization that held the titles, of 
internationBl and local conservation NGOs responsible for project 
implementation, of SEHMA, and of FONAHA. Based on the specific 
proposal eulmitted to FONAHA, the administrative council 
determines the way the account will operate and authoriEss 
dlEbursement schedules. 



lebt to l;he Mature Conservancy 

On May 28, 1992 J. p. Morgan & Co. announced that it was donating 
its entire portfolio of Bolivian debt —US SH-S million— to two 
US-baaed conservation organizations, The Hature Conservancy and 
World Wildlife Fund, to support environmental programs in 
Bolivia. This represents the largest donation of debt by a 
commercial bank to date. 

The transaction will be handled as described above. The Hature 
Conservancy and World Wildlife Fund, in close partnership with 
Bolivian organizations, will subwit detailed proposals to FONAHA. 
Upon approval, they will be authorized to exchange the titles for 
US $1.64 million, and the premium for US $0.92 million, that will 
be deposited in two FDNAHA accounts, each for US $1.38 million, 
that will respectively fund the projects submitted by The Nature 
Conservancy, World Wildlife Fund and their Bolivian partners. 

The Nature Conservancy and its partner, the Fundaci6n Amigos de 
la Haturaleza, have already expressed their intention, and 
obtained preliminary approval from FOHfiMA, to use their share of 
the funds to finance conservation and management activities in 
the Ambor6 and Hoel Kempff National Parks, under the framework of 
the USAlD-supported "Parks in Peril" program. 

World Wildlife Fund is in the process of completing the 
development of its proposal in consultation with Bolivian 
organizations. From conversations with World Wildlife Fund 
officials I understand that their interest is primarily to 
provide training and technical assistance to private and public 
organisations in environmental management and planning. 
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The bill, H.B. 4059, presented by you, Hr. Ctialman, deals with 
Credit Coimodity Corporation debt, of which Bolivia has none 
outstanding. The Governaent of Bolivia does, however, have other 
outstanding debt obligations with the United States Government 
that would like to reduce using the model of the comnercial debt 
reduction program outlined above- 



Having the FOHMtt and the EAI account structure in place, it 
would be very straightforward for the funds generated through 
debt swap transaction involving non- concessional official debt 
with the United states to be directed to environmental prograwo 
implemented by Bolivian private and public organizations. These 
transactions could provide a significant and much needed amount 
of complementary funding to that generated by EAI debt reductions 
and commercial bank debt swaps. 



Use existing institutions and mechanisms. As it is often the 
case, the most stable institutions are the result of comproKlse 
reached by all those involved and by a track record of successful 
performance in the field. The beat contribution on* can make are 
not just clean rivers or established protected areas, but the 
sound institutional framework that will keep rivers clean and 
will keep protected areas performing their intended functions. 

Finally, Hr. Chairman, 

Keep it fDf:uBed . In general, the available resources are not 
sufficient to address all the environmental and sustainable 
development needs of even the smallest developing nations. These 
problems are complex by nature and require significant investment 
on the part of national governments and cooperation agencies. It 
is best to focus investment in a few key institutions and 
programs and achieve meaningful progress, than to spread the 
resources thinly and not accomplish concrete results. 



„GoogIe 



STAIBMENT OF PETER B. JOHNSON 

EXECUTTVE DIRECrOR OF 
CARmBEANffATTN AMERICAN ACTION 



Mr. Cbatmuii, and Mcsnbera of die Ccamnittee ini Agriculture: 
Tbank you for your invitation to appear today, and to present the views of the 
Board of Trustees of Canbbean/l^tin American Acticm regarding ILR. 4059. 

A D(m-pro6t S01(cX3) orgaoizaticm, C7I.AA was founded in 1979 as 
Caribbean/Cential Amoican Action with an initial mandate of promoting private- 
secbH--geiieiatcd economic development in tbe oountiies of the Caribbean Basin. 
In 1990, this mandate was extended to indude die Caribbean Rim States (rf 
Mezioo, Venezuela and Colomtna. Its trqiartite missicm remains die same: (a) 
stimulation of trade and investment (b) institution buildiiig and (c) poU<y 
advocacy. 

For Caribbean/Latin Amoican Acticm, trade and investment liberalization 
are matters of cardinal in^toitance. We have strived for tiie past tea years to 
make private sectcv-oriented development tbe core princq>al of U.S.-Caribbean 
Basin ectmcMnic and commercial relations. Our Trustees and suppcxters, both in 
the United States and the countries of tite Caribbean Basin, share die strong 
oonvictim that ca^y outward-looUng, market ectntniues will have tiie strength to 
oonqwU successful^ in Ae global emaomf of Qtc next century. We 
fiuidamaitally oppose theories of eocauxnic devek^nnrait vriiidi oidorse the use 
of in^nrt protection, or recommend that fraeign investors be treated less finorabty 
than nationals in any matter related to trade or commerdal activities. 

Caribbean/Latin Amnican Acticm has supported opcxt'led, private-sector- 
ociented development in tiie Caribbean Basin since its incepticm in 1979. We have 
encouraged oo-productioD strategies that combine the s tr e ngth s of U.S. and 
Caribbean Basin ecotromic resources, asameans of co mp e tin g widitfiird countries 
«4iidi have lower coals, primaii^ doe to nxne conqtetitive wage rates. 
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Moving forward into the 19908, we realize lliat our goals for Ac region aie 
beooming even hardn to adiieve. Debt-and its effect on the availabiStjr of local 
finandng for eq>ort-is one key fiwtor inhibiting CarQ>bean Basin tacport 
conq>etitivenc3S. Ihere are new pb^n in die interoatioDal trade seme vbo are 
ccm^wting for both traditional Caribbean Basin oport maricets, and for the 
inqKirtant new export products vitdch have benefitted boia the Caribbean Basin 
Initiative. To keep i^ with the oon^ietition in a free^ trading hemi^here, die 
Caribbean Basin wiQ gave to boe i^ to the reality that they do not have dther the 
resource base or econcMnies of scale to hold maikets vriiidi they have recently 
come to mjoy. 

Agricultural eqxnls from die Caribbean Basin have bocmed since die 
inqdemeatation of die CBI in 1984. We have seen continued diveisificaticHi of 
prodactiiHi, tedmologjcal advancemmt, and a more quaU^-consdous re^onal 
ca^KHt sector able to meet tntemational standards. In Guatemala, for exanqile, 
die agricultural sect«- now contributes 25 percent of the Gross Naticmal Product. 
Mne impoitandy, it accounts for around 75 percent of that country's total oqiwt 
eaimngs and more than half of die countries total mploymoit 

U.S. agricultural imports under die CBI and the G«ieral System <rf 
Freferraices grew at a 12 percent annual rate during 1983-1990, de^ite a flat 
perfc»mance in overall Caribbean Basin agricultural shqiments. Two significant 
trade trends should be noted: 

(1) Overall U.S. preferential agriculture inqmtts more dian doubled 
to $800 minion between 1983-1990. Excluding sugar, prefer e ntial 
agricultuial niq>orts inaeased from $111.4 million m 1983 to $550.0 
miltion in 199& 

(2) Acoordnig to die U.S. Depaitmnit ot Comnwice's CBI 
investment survey, every Si million in CBI agricaltive tsxport* creates 
97 fiill-time and 60 part-time jobs. Vfithan^yrOB rim ateSSOOmiHicin 
increase in U.S. ioqKsts, dus Inmslates into ao imp re s siw tamiMg of 
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new full and part-tune jobs. 

Agricultural trade b a two-way street Food products and food packaging 
equq>ment continue to be among the best prospects for U.S. c9q>OTt sales. Most 
of Qie CBI oountriea reoiaiii net inqwrters erf ^ricnttural products, and their 
primaiy partner in this tiade is the United States. U.S. agribuaness firms 
recognize that they win be among the primaiy beneficiaties of die Enteipiise for 
the Americas Initiative. 

We r^ret that there was little or no jvogress on EAI debt-reduction during 
FY 1992. This must be a priority for FV 1993. Without die EAI measures, large 
investments in the region made by firms sudi as CUquita Brands Istenutional, 
IncL, The West Indies Tropical Fruit Company, Great American Fanns, and Pfl 
del Monte Trc^ical Fruit Co. are going to suffer. At first, the effects may be hard 
to quantify. Exprats mxf continue to rise, and employmeirt to expand, but 
burdensome debt will ultimately constrain the infi^stnictural development 
necessary to maintain continued growth. 

Tlie CBI private sector is a strong supporter trf l&e &it«prise ItdHattve. 
Eariier this year, a Joint Statement was issued by The Carflibean Association of 
bidustiy and Commerce, die Cmtral American Regjtxud Private Sector 
Organization (FEDEPRICAP), the West India Committee and Caribbean/£2tm 
American Action. With reelect to the EAI, the Statemoit contained the following 
language: 

1. It endorsed the fimdamaUal prNoise Aat the long-term prosperity 
of various parts of the Hemisphere (induding the Caribbean Basin 
countries and the U.S., as well as others) can best be served by 
insuring the combined competitiveness of ifae indnstries of the 
Americas in the ^obal market, wfaidi in turn can best be served fay 
open and integrated econixnies. ' 

2. It accepted the desirabihty of free trade with die U.S. and dte 
other neighbors on eventoalty substantiali^ rec^irocal tenns. 
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3. It pnned for die indutkm of a adnioe ud teduKdogy 
eotapoaeat to incraase die oqiad^ of die Caribbean Basm oountries 
to owM dw loog-temi diaOei^e. 

4. It ioauted on the ptesnvatioD of prefereottal or ooD-re^iioGal 
demoita m the regioa't free Hade amuigemeat widi tbe United 
States, certainly during a tnouiticMi period and poanMjr, in lome 
napecti, die permanait unngemaiL 

5. It leoognized dte denrabili^ of moving qnid^ oo negotiating a 
new free trade tfatus as oppoaed to thapfy relying on *"«*™g CBI 
piefiefeocet, in view trf the oompetttimi for investmnit poaed by the 
iiiq>eoding NAFTA agreement between the VS., Monoo and 
Canada. 

6. tt endnsed punuit tt statu in rdatioo to HAFT A, at opposed 
to a aqniate Caribbean Basin FTA, ai die most czpedidoos vehide 
for n^otiating a new free trade arrangnnenL 

We strcmg^ siqipcHt the negotiation <rf a Ninth Amoican Free TVade 
Agreement, decile tlw very considerable diaUenges that tlie negotiatkn erf that 
Agreement pose Ebr bodi the private and puUic secbxs of dte smaller ooimtries 
of the Caribbean Basin. Our siqiprat it dose^ asaodated widi major trade 
Hberalizaticni measures and sweefang reforms to die rules governing fixeigD 
investment undertaken by President Carlos Salinas de Gmtarl Ibose actioas »n 
die k^ to a considttaUe enlargement of transnationai capital flows widun dus 
hemisphere-aadtodie long-awaited revival (rfhemiqilieric trade. ComUnedwidi 
die offers of Nkxico and Veneznda to provide Cmtral America and die 
Caribbean widi free access to dudr ma^ts, dw Caribbean Basin ocmcovat^ 
would be aiile to fredy access a uniSed North American-Caribbean Rim madnt 
erf 400+ million consumers. We are assuming, ofooorse, that the Caribbean Basin 
win be simuttaneonsly extmded die benefits of NAFTA by die United States. 

For dieae reasons, QLAA recommends die fiidowing: 1) ftrity of benefits 
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to CBI countriea-Le^ a prariskm aOia in NAFTA or in CBI legjilstion providmg 
diat, as the [dusing in of duty reductions and other trade benefits (ittchidiag the 
ciiminaticH) at quotas) to ^xico ava a period of time reaches a point ifaat any 
soch beasts are more &voraUe diao those accorded under the CBI, tiie CBI 
countries woidd be acomied dte treatmrat no less bvoraUe Aan Mexico; and 2) 
PresnvatiaD and raihaiioemeat of trade benefits under the Caribbean Basin 
Initiattw and other existing programs. 

Wtfa retpect to the global trade environmrait for agricultural products, we 
share die mutual ot^ecttve nidt the Caribbean countries for major reform of 
national fium siqiport systems and die succestfol coodusicMi of the Un^oay 
Round. The Caribbean Basin's active partit^iation in the Uruguay Round is 
caiq>lemeBtaiy to the increased coopoation brought about by the Enterprise for 
the Americas Initiative. 

With respect to the relatitmsh^ of the Caribbean Basin to the European 
Communis, tihe devekqnneat of the Single Market, and GATT negotiaticMis, a key 
issue still &oes die agricultural sector the definittcm of a new banana regime that 
win fsaify espand martot opportunities for produces in the regicm ^iHe honoring 
die ECs commitment not to put the Loin£ ConventiDn beneficiary countries, 
e^peoalfy, die Windward Islands, in a more disadvantageous posHitm dian tluy 
have had under thdr present regime. 

In this contest, on April 7, 1992, the Commission of die European 
OMnmunities readied a dedsicm to e^hdtfy rule out tariffication as a way forward 
for bananas in the Single Market They instead opted for a re^me based on an 
inqKnt quota for the \riiole Communis,, part oi vriiicfa -was to be bound within 
GATT and subject to a 20 percent Common Estemal Tariff. This is an extremely 
delicate issue in tenns of balandng the conflictiDg poaticms of Ceotral America 
and the Caribbean, and the debate has been kmg and difScidt. 

The Union of Banana E^xxting Conntiies (UFEBX lepresoidog tbe 
interests of its Latin American amstttuoKy, isauedllie DederatkMKrf Panama' 
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on AprQ 22, vAadi apnsats tfadr deep oonom and displeasiin widi the proposed 
wsjrfoiwardfbrbaiULius. Hie Caribbean Banana Eiptvteis' Astodatbm (CPEA), 
brinpDg togedier die interests of be ACF banana producos of Jamaica, The 
%%dwaid Islands, Belize and Suriname, issued a "Case Against TarifEication" on 
Kfoy 21, 1992 vAacb justifies Qte Conunission's controveisial deda<m. 

The initial proposal is that a mitHmnni access level of 1,400,000 tons 
annual^ should be negotiated and bound into GATT. Unilateral^, die 
Community would provide a supplementaiy quota, not yet agreed iq>cm, but 
suggested at around 600,000 tons annualfy. This would provide an ^iproximate 
2,000,000 ton quota for Latin Araoica banana txports, vtaxh is a level conq>anible 
to that \i4uch diey were eipcsting to Eun^w two years ago. Discussi<nis are 
continuing, with final Conunission recommendations due sometime in June. The 
recommendations will subsequently be presented to the Mraiber States for final 
approvaL. 

QLAA ntflintamfl a ^nqiathetic positioo toward die Caribbean idands, 
particular^ St. Lucta, St. Vincent, Dominica, and Oianada, irfiich in aggregate 
depend en bananas for about half of thor total export revenaes. Huy cannot 
conq>ete in a fne trade raviroimient with die Cratral Amcncan banana eiporters 
vAadi have larger eq>anses of land, better soil, topogr^lq', and climate conditions, 
and therdjy adneve low unit costs. Hie Eun^>ean Commission's 
recommendations took into account the dependence ttfdie ACP States on banana 
productiim and expols to the EC The challenge remains to balance the interests 
and tnHTttnir^ the gains in die region. The EC shonid also be foaistng od 
inqiroving effictracies in sh^iping, i^iening, and internal distribution in order to 
prevent price distortion to die EC consuincf. 

In orodusioa, die 1990b can be a decade in iriiicfa die wide^iread 
liberalizatioa of trade, investmrait and capital Sows will inspire oonmenial 
idfttiaiu between dw United States and Latin AnMrica and the Catftbem. Tlie 
vision of the Entaipriae butiative is a hemiqriieric ooamitment to die cooper ati oo 
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of privBte and public aectors in be United States and in tfie regioi. The cliallenge 
requires the puiposefdl aggn^tion of our tedmological, human, financial, and 
productive resources. Hie United States must, however, be fiiUy sensitive to the 
fragile ecootMnic and ultimate^ political stability of the small Caribbean countries 
as we move fbnvard with this diaDenge. Mesioo and Venezuela have set an 
oanqile for ns in this reganL 
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